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effort to hasten business recovery.... 


Many an industry could not have introduced its 
products so quickly and attained its present size 
as rapidly without installment buying. Install- 
ment paying of past due bills (without keeping 
creditors waiting) offers an even more essential 
means of hastening business recovery. How the 
average family may consolidate its debts, repay 
creditors at once, and repay the family finance 


company in small installments is the subject of 
this advertisement. It is one of a large series that 
is now appearing in newspapers of four and three- 
quarter million circulation. Public spirited citi- 
zens are invited to write for more information 
about personal finance as an essential for in- 
suring prosperity. Address Dept. C3, Household 
Finance Corporation, Palmolive Bldg., Chicago. 
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THE EFFECT OF FLEXIBILITY ON EARNINGS 


Number 4 


It is now possible to point out the key to the weakness in-the financial structure on which business concerns 
were operating at the close of 1929, which appears to have been responsible, more than any other single factor, 
for the reverses of the past fifteen months. 






Platitudes express that weakness briefly— 


Industry was designed and rigged to run in fair weather before a stiff, steady breeze. No provision had 
been made for either a calm or a rough sea. : 


Industry was set to go at high speed without four-wheel brakes. 


Now that we have said what everyone knows, what can be done about it? 





Business concerns, large and small, in every line were equipped and personnelled to carry on profitably, pro- 
vided that the rate of Industrial activity had either been maintained or increased. 

But no provision bad been made by 75% or more of the Industrial Concerns in this country to operate at a 
profit on a materially reduced Sales volume. The Fixed Expenses and Contractor Liabilities were not suffi- 
ciently Flexible to cope with an unusual situation of an unfavorable nature. 


This is the explanation— 
The Selling Price of any commodity is made up of either two or three primary component parts. 
The Sales Price of the product of any Manufacturer is the sum total of the cost of — 

1. Materials, 2. Labor and 3. General and Overhead Expense plus Profit. 


The Selling Price of Wholesalers and Retailers may be roughly divided into two parts— 
1. Cost of Materials and 2. General and Overhead Expense plus Profit. 


As the weakness in the financial structure of the business unit was centered in its lack of Flexibility to oper- 
ate profitably on a reduced volume of sales, it is obvious that the crux of the weakness in the situation hinged 
principally on the element of the Selling Price which was least Flexible, that is, General and Overhead Expense 
and Profit. <F 

If business in the future is to carry on with reasonable safety, all of the three component parts in the Selling 
Price must be subject to immediate expansion or to drastic reduction. 

Under the conditions, that existed in 1929, the parts of the Selling Price made up of costs of Materials and 
Labor were reasonably Flexible. That part, General and Overhead Expense plus Profit, was comparatively rigid. 

While Materials (1) as far as new supplies are concerned, is a Flexible item on reduced Sales schedules, 
Materials already in stock or for which‘ firm contracts have been made become a serious drain to Profits when a 
quick curtailment is absolutely essential, particularly so, as during a period of contraction commodity prices 
invariably decline. 


Labor (2) in Manufacturing is reasonably flexible as the number employed may be immediately regulated 
to meet a reduced production schedule. 





Summarizing—Flexibility should be stressed as the essential factor in planning and budgeting Industrial 
activities in the future. 


Flexibility may be attained— 


1st—By keeping Inventory and contracts for Materials in direct and constant alignment with current Sales, and 
current Liabilities in correct relationship with Working Capital. 


2nd—By shortening the conversion or turn-over period to an irreducible minimum. 


3rd—The elements of Selling Price consisting of (2 or 3) General and Overhead Expense and Profit, which varies 
between a 10% and a 50% Mark-Up over the factory door cost in Manufacturing, or the cost of Materials in 
Wholesaling and Retailing, must be Flexible, as it is apparent that Industry must anticipate the possibility 
of wider fluctuations in Sales volume in the future than it has in the past. 


4th—The items which will be intensely scrutinized are Rentals, General Contractual Expenses of every nature, 


and all Fixed Charges, particularly the requirements to meet Capital Liabilities, such as Sinking Fund and 
Interest Charges. 


5th—From now on Industry will take into Consideration not only the increase in the efficiency of Machinery, but 
the far greater increase in the productive capacity and the ability of the individual in every phase of busi- 
ness activity, because of the educational advantages and training both in and outside of business that are 
now available, which had not been properly appraised until tested by recent necessity. 


6th—In budgeting the earning position of their clients, Accountants will from now on project their figures three 
ways, under (1) a continuation of current conditions, (2) a more favorable condition, and (3) on a definitely 
adverse condition—for they are well aware of the fact that on every 5% reduction in Sales, the average con- 


cern, without Flexibility in the adjustment of Cost, will show a reduction of 1-2/5% in earnings as a 
minimum, 





The R. G. Dun System, directing the activities of R. G. Dun & Co. and of the National Credit Office, will 
stress the points outlined above in reporting the credit condition of your customers. 


eee 
A. D. WHITESIDE, President 

R. G. Dun & Co. National Credit Office, Inc. 

290 Broadway 2 Park Avenue 

NEW YORK CITY 
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You are about to risk a sum of money. The most im- 
portant consideration governing the risk is the character 
of man with whom you are dealing. You don’t know what 
sort he is and neither do we. But it is our business to find 
wt ae a oe eee a a ae ee oe a ee 

Every day, as part of the routine of the nation's great 
business structure colossal aggregates of money are ventured 
on the supposition that the average man is basically 
honest. The ordinary man is honest, too. It is the 
extraordinary man who causes the losses; the man of 
easy conscience. And, even in the case of the honest 
man, our ventures are not necessarily secure because 
the elements of business capacity, health and opportun- 
ity form considerable factors. ‘In order to deal capably 
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Creative Studios. 


WITH WHAT KIND OF MAN 
DEALING 2 « e e 


An Advertisement of 
The Hooper-Holmes Bureau, Inc., 
New York 


with any risk it is essential to have a picture of employment, 
environment, past history and reputation.: The difficulty is 
eetemeneenes. . . 2 6 tee tee oe 
Through years of service to some of the country's great- 
est industries, this‘organization stands preeminently qualified 
to accomplish the task. The gathering of moral hazard in- 
formation has been our business for thirty-two years. Now, 
with fifty-seven offices and a veteran personnel only 
your commands are necessary. . . . 2. 2. we es 
The nationwide facilities of The Hooper- 
Holmes Bureau are devoted to the compiling of 
Moral Hazard Inspection Reports for insurance 
underwriting, credit, commercial and employ- 
ment purposes and claim reports. . . . . 
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® Looking Ahead 


In June, CREDIT AND FINANCIAL 
MANAGEMENT Offers some unusual- 
ly significant articles on the funda- 
mentals of our business structure. 
Richard Whitney, president of the 
New York Stock Exchange, dis- 
cusses the place of the Stock Ex- 
change in American Business. Mr. 
H. Benington, of the firm of Sco- 
vell, Wellington & Company, in an 
article on Constructive Auditing, 
gives his conception of the audi- 
tor as a financial and business 
advisor. 


The most important develop- 
ment in the field of credit, group 
credit control, is the subject of an 
article by E. B. Odenkirk of the 
Medusa Portland Cement Co., who 
is prominent in the group credit 
activities of the Association. 


A series of studies of basic in- 
dustries is inaugurated this month 
with an article on the Cement 
Industry. 


The Gold Star Credit Depart- 
ment series is continued with an 
article by Russell O. Deupree on 
the credit administration of the 
Procter & Gamble Distributing 
Company. The fifth article in the 
series on Executive Office Manage- 
ment by H. P. Preston will deal 
with Office Correspondence. 





CREDIT 


ond FINANCIAL 
MANAGEMENT 





CONTENTS FOR MAY, 1931 


CHESTER H. McCALL 5 
aCe ithe ..DR. STEPHEN I. MILLER 7 


Center Door-Knob Diplomat..... ........ CHESTER H. McCALL 10 
An Interview with Sir Ronald ae p the British Ambassador 


TING hy daca Sa dae ee bes oe ...MERRYLE S. RUKEYSER 12 


PR RONNIE. 6 oss Sas. Sins e chne ists cr cewles os ROY F. BERGENGREN 14 


Highs and Lows May Show Highs and Lows............. ..§. RAPHAEL 16 


The Past Writes the Future—Clearly. DR. DAVID FRIDAY 18 


Protect the Irreplaceable......................... 


H. P. PRESTON 20 
ee ee ee ree ceatal seven so aa 


Taken Names and Given Numbers 


Cementing Business........... E. B. ODENKIRK 26 


Only Humans Need Lose Life..................0 ccc cece L. G. SIMON 29 


Nation-Wide Collection and Sales Conditions 


Da das ncaa 5 Radiators ve. ss ab eile o Seana 30 
Oia iar Camtection Betws. «co. oo nk os hh oo see ada le va ees 32 
NIN ooo a's Cisiie had 5 ab ala 5's} Woe Gos eu ave eae Uo Se aio-orwe te canto eee axe 34 


The Business Library............. ..FRANK A. FALL, LITT. D. 40 


This Month’s Business Book and other reviews 


NN GRIN eo s.0 oon eo sc.ce cee es 


dias she @ucadiny «Gato eea eee =o eee a4 
er eee IE Is eo aie odin wes see 0 eaten + belee daca 46 
Sees NOC ee ORIN oo 025 6 Sis Sb ew ais « vie 0.5, Hele a wae oa) een 50 
Addresses Wanted ....... a Rie el ate Cote casaigitaha on eis aaa ete a, 50 : 
Nominations Committee at Boston Convention....................0.000eee 53 


CHESTER H. McCALL, Editor and Business Manager 


S. Raphael Clifford T. Rogers Simpson-Reilly Philip J. Gray F. M. Ferguson 
Associate Editor Advertising Manager Pacific Coast Representatives Western Advertising Manager Circulation Manager 
CREDIT Owned and published on the Sth of every month by the National Association of Credit Men, One Park Ave., N. Y., 

President, William Fraser, J. P. Stevens Co., New York; Secretary and Treasurer, Stephen I. Miller, One Park Ave., ] 
and N. Y. Subscription price $3.00 a year, 25 cents a copy. Canada, $3.50. All other countries, $4.00 postpaid. Entered as Vol. 
FINANCIAL second-class matter April 5, 1927, at the Post Office at New York, N. Y., U. S. A., under the Act of March 3, 1879. XXXIII 


MANAGEMENT Copyright, 1931, National Association of Credit Men. The N.A.C.M. is responsible only for official Association statements 


May, 1931 


and announcements printed herein. 


Credit and Financial Management is indexed in the Industrial Arts Index of the No. 5 
H. W. Wilson Co. and is a member of the Audit Bureau of Circulations. 














no other ACCOUNTING MACHINE 
ean compare with the NEW 
ee ec COMPLETELY ELECTRIFIED 


REMINGTON 





Alphabet Keys ! 
Numeral Keys 
Line Spacer 


Carriage Return 


all Completely Electrified 


Tue new, completely electrified REMINGTON is the greatest accounting machine the world 

has ever known. Embodying every mechanical feature that popularized the manually operated 

REMINGTON, and powered by the medium of electricity, it not only represents the ideal 
accounting mechanism but institutes an entirely new method of machine accounting. 


think what the NEW REMINGTON will do for your store! 
















Accounting Machine Division 


Remington Rand 


BUSINESS 


BUFFALO. NEW YORK 
Offices In All Principal Cities 








It permits swifter, more accurate production. 
It allows “short cuts” in accounting procedure 
that save money, effort and time. It gives posi- 
tive, proved accuracy. It assures unprecedented 
manifolding . . . highly important when col- 
lated forms are used. It frees the operator from 
needless fatigue that breeds errors . . . permits 
undivided attention to facts and figures. 

And there are countless more features impor- 
tant to speedy, practical and accurate retail 


SERVICE 


> 
. Firm 
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store accounting. 


A demonstration of the new, completely elec- 
trified Remington Accounting Machine will 
convince you of its superiority to any other. 
Without question, we can point out how it can 
reduce the cost of your accounting work or 
increase its efficiency. A phone call or letter 
to our nearest office will bring a Remington 
accounting machine specialist to your desk 
promptly. No obligation, whatsoever. 


REMINGTON RAND BUSINESS SERVICE Inc. 
Buffalo, New York 
Send me the booklet and all the facts on the New Remington Electric. 
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ERHAPS you wonder why a business man 

should be interested in the answer to this 

ornithological question. One might think for 
an hour or two and still arrive at no definite conclu- 
sion as to why a business executive should be inter- 
ested in how fast a crow flies. 

It seems to be the general impression that a crow 
is capable of flying at a speed of around one hundred 
miles an hour. One naturalist estimates the speed at 
slightly greater than one hundred miles an hour— 
another at slightly less. At any rate, it has always 
been the general impression that a crow flies very 
swiftly. You will understand why a business man 
should be interested in the question of how fast a 
crow flies when I relate an incident told to me by 
Mr. Orville Wright, when I talked with him in Day- 
ton some time ago. 

Mr. Wright told me that he had always heard a 
great deal about the unusual speed of a crow in flight, 
so when he and his brother began their early flying 
experiments, they actually went to the trouble of 
getting out into the country and timing the flight 
of a great many crows. They also timed the flight 
of ducks, geese and many other birds. Mr. Wright 
told me that the estimated speed of the crow’s flight 
was very greatly exaggerated as were most of the 
theories and ideas pertaining to flying and aviation. 
What the technical significance of his timing of the 
crow’s flight may have had in his aviation experi- 
ments is a story that does not concern us here. 

But we are deeply concerned with this admirable 
example of the infinite care, the infinite patience and 
the infinite thoroughness of the Wright brothers in 
getting the factual data which enabled them to real- 
ize their dreams and ambitions in their epochal flight 
at Kitty Hawk. The greatness of any nation is noth- 
ing more than the multiplication of the greatness of 
its leaders. A business depression is nothing more 
than the multiplication of the mistakes of our busi- 
ness leaders. 


how fast does a crow fly? 
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In this country a tradition has been built up that 
our leaders and our big executives must be men who 
devote their time and energy to broad administrative 
problems and generalized executive thinking. De- 
tails are banned. The big executive must not waste 
his time on details. Probably this fundamental con- 
ception of an executive’s responsibility and duty is 
one of the serious problems this country faces today. 
The technique of solving major administrative prob- 
lems is virtually the same as the technique the 
Wright brothers had to follow in order to get their 
machine off the ground at Kitty Hawk. Shouldn’t 
every executive make a fundamental distinction be- 
tween details and routine? Genius has been defined 
as “the infinite capacity for taking pains.” Business 
would suffer less from economic pains if business men 
would take more pains to familiarize themselves with 
many of the details which they consider too small 
for their executive attention. I don’t know of any- 
thing that has appealed to me so much as the story 
of a president of a large company who put on his 
hat and went out to make some personal sales calls 
on a new product that his company was putting out. 
The president of another company that was putting 
out a competing product was content to give a higher 
polish to the leather on his chair cushion. Which 
company do you think had a volume of sales three 
times as great as the other? 

John Foster said that “Genius is the power of 
lighting one’s own fire.” The Wright brothers 
lighted their own fire by going to the infinite pains 
of timing a crow’s flight. Napoleon concerned him- 
self with every detail of a military campaign. Why 
shouldn’t the business executive concern himself with 
every detail of his business campaigns? If every 
business executive did this there would be no multi- 
plication of mistakes to aggregate and aggravate a 
depression or slump. Figuratively speaking, isn’t it 
an imperative responsibility for the business man to 
know how fast a crow flies? 
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Postal Telegrams Get Quick 
Action... Nationally Known 


Manufacturer Makes Test... 


SPEED begets speed ... particularly in stirring 
lagging debtors to action... by Postal Telegraph. 

A nationally known manufacturer recently sent 
telegrams to seventeen slow accounts. Nine re- 
sponded with checks at once. Three more needed 
the mental jogging of a second telegram. Four 
who did not pay, made satisfactory answer at 
once. Only one of the seventeen failed to answer. 

Postal Telegraph, reaches 70,000 points in the 
United States, 8,000 in Canada and, through the 
International System, of which it is a part, it reaches 
the entire world. It offers a quick, effective and 
inexpensive means of speeding up collections. A 
Postal Telegram invariably gets attention where 
letters often go unheeded. 

Postal Telegraph is the only American tele- 
graph company offering a world-wide service of 
coordinated record communications. 


Postal Telegrams arouse debtors to 
action, without arousing their ill will. 


THE INTERNATIONAL SYSTEM 


Commercial 
Cables 


all America 
Cables 
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by DR. STEPHEN |. MILLER 
Executive Manager, N. A. C. M. 


HE development of economic ac- 
tivity and organization has sur- 
passed that of every other activ- 

ity, occupation, or profession. One 
hundred and seventy-five years ago each 
family, in even the most progressive 
countries, produced virtually all of its 
food and nearly all of its clothing. The 
village mill, blacksmith shop, and the 
general store stood out as lonesome out- 
posts of the industrial and distributive 
system. In the short period of little 
more than a century the economic 
world passed from primitive to diversi- 
fied agriculture, from the hand loom to 
modern textile machinery, from the ox- 
cart to the railroad, from horse power 


to the steam and internal combustion 
engine, from the general store to the 
chain and specialized store, from money 
changing to the existing credit system, 
from hand work to machine production, 
and from unorganized production to 
the present-day organization of labor, 
capital, and marketing. 

It is such a revolution that largely 
accounts for present-day problems. The 
average man, especially in America, has 
passed from the economic necessity of 
thrift and frugality into a world of 
comfort and semi-luxury. The auto- 
mobile, railroad, and steamship stimu- 
late his curiosity, and spirit of adven- 
ture. The theatre, press, and radio re- 
veal the fighting lines of science, gov- 
ernment, politics, industry, and society. 
The individualist who formerly rocked 
a cradle, wielded an axe, or shod a horse, 
is now relating early pioneer stories to 
his grandchildren. Modern economic 





stilled wheels 


development has no parallel in history. 
The citizen stands perplexed and gropes 
about for a decision. The business man 
faces changes in production cost, meth- 
ods of distribution, and the prosperity 
cycle. 

Just now the great modern plant has 
slowed down. Some machines are at a 
standstill and unemployed stand in 
groups awaiting the awakening of the 
colossal industrial giant. At such a 
time the shortsighted condemn the ma- 
chine age and even the generosity of 
Nature. But let no man make a mis- 
take. Capital and machines have made 
civilization. We have slowed down be- 
cause of past wars and present political 
unrest in South America, Asia and 
Europe; because we can not restrain 
the hand of the selfish and unfit; be- 
cause we have failed to use wisely our 
great resources and the inventions of 
our laboratories. 





HE economic omnibus is starting to 
7 climb uphill. It is hardly moving. 

That is because any machine 
starting off from a dead stop at the bot- 
tom of a steep hill will have a hard 
climb before it reaches the top of the 
hill and can roll along the more-or-less 
level country beyond. The encourag- 
ing sign is that, despite some sputtering 
and backfiring, the motor is doing 
pretty well, which means the top of the 
hill is not an impossible objective. 

As an aid to its readers, CREDIT AND 
FINANCIAL MANAGEMENT presents a 
survey of some of the leading business 
indicators and indices so that business 
leaders will have a co-ordinated report 
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the business 


a compilation of business indices 


of the progress being made during the 
uphill climb. As we look ahead, the 
prospect may be a bit disheartening but 
it is likewise encouraging to know that 
the precipitous declines of the past 
months are apparently over. The bot- 
tom has been reached. The sounds 
which you hear result from gear-shift- 
ing which means that adaptation to 
meet the conditions ahead is under way. 
Let us survey some evidences of these 
adaptations. 


AUTO PRODUCTION: Reports indi- 
cate lower automobile production by 
most companies during the first quarter 
of 1931 than during a similar period in 
1930. However, some companies have 
recently increased production and there 
are indications that others are planning 
to do so. Dealers in some lines state 
that they are being urged to place larger 
orders than they feel justified in plac- 
ing. 

It is true, says David A. Weir, for- 
merly professor of finance at Notre 
Dame and now with the National As- 
sociation of Credit Men in charge of 
Business Service, that a part of this re- 
luctance on the part of the dealers may 
be indicative of an excessive caution 
caused by unsatisfactory conditions dur- 
ing the past year. It is also fair to 
note, he continues, that the companies 
which have increased or which are 
planning to increase production sched- 
ules are not acting entirely without rea- 
son. The number of cars which have 


°1926 average — base 100 in Fisher’s Index 


Simonds’ trade index 


the dotted line is commercial paper rates . 


industrial production ....... both 
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reached an age when they would be 
traded in if conditions were normal, is 
probably greater than ever before. 
There is, therefore, some actual demand 
and a strong potential demand for new 
cars. 

The wisdom of any considerable in- 
crease in production within the near 
future depends largely upon the extent 
to which the potential demand becomes 
actual. In other words, if general con- 
ditions of employment and business im- 
prove sufficiently within the next few 
months to permit those who want new 
cars to actually purchase them, increased 
production plans will have been justi- 
fied. It seems apparent that any de- 
cided increase now is, to some extent, 
in anticipation of a general business im- 
provement. If there should be any de- 
cided increase without a corresponding 
improvement in general conditions fol- 
lowing rather closely, it would likely 
become necessary to cut down the pro- 
duction schedule later in the year. 

Plans for greater production are, 
therefore, encouraging, insofar as they 
show an intelligent confidence in the 
future. At the same time, there is an 
element of danger if the confidence is 
not well grounded. The necessity for 
an unusually close and constant check 
on the relation between production and 
sales, as well as on general business con- 
ditions, is apparent if a possible later re- 
action is to be guarded against. 


BANK CLEARINGS: Bank clearings in 
the United States for the week ending 
Thursday, April 30, Bradstreet reports, 
aggregated $8,816,348,000. as against 
$8,469,594,000. in the past week, and 
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$11,684,185,000. in the same week last 
year. The week’s total showed an in- 
crease of 4.1 per cent. from the pre- 
vious week and a decrease of 24.5 per 
cent. from the like week of last year. 

The total bank clearings in forty- 
eight cities of the United States on 
April 23 reflected a slight decrease with 
one city, Washington, showing a gain 
over a year ago of 4.6 per cent. At 
Toledo, the decrease was only a fifth of 
1 per cent., while Denver, Providence, 
Newark, Oakland, California, New Or- 
leans and Philadelphia reported decreases 
of only 4.7 to 7.8 per cent., and Hous- 
ton, New York, Baltimore, St. Paul, 
Indianapolis, and Boston reported de- 
creases of less than 10 per cent. 


BUILDING CONSTRUCTION: Actual 
figures for the first quarter of the year, 
according to Dodge reports on contracts 
awarded in the 37 states east of the 
Rockies, show that building construc- 
tion is 24 per cent. below totals for a 
similar period last year and the smallest 
for the past six years. More building 
permits than in any month since last 
September were issued in March, ac- 
cording to reports from 202 cities to 
Bradstreet’s. Residential building is the 
hope of contractors, at present, for other 
forms of construction are further be- 
hind than this type. During the first 
three months residential building, com- 
pared with 1930, lagged only 4 per cent. 
while non-residential dropped 40 per 
cent. Such figures show a bit more 
than the expected seasonal increase that 
was predicted some weeks ago, all of 
which is a hopeful sign for this and 
allied lines. 


BUSINESS FAILURES: One certain in- 
dication of comparative business health 
is the number of commercial failures. 
It is not customary for a business to 
fail when it is making sufficient sales 


and profits. That is obvious. Accord- 
ingly the figures on failures can give 
us little hope of an early summer start 
to normalcy. Liquidation evidently re- 
mains urgent in business although since 
the less efficient are the first to fall, the 
business structure has had many units 
which burdened it eliminated. But 
many are still hanging on and the trade 
conditions of the next few months will 
determine their fate. 

Dun reports indicate that the num- 
ber of commercial failures in the first 
quarter of the year were the largest in 
history for any three months. In the 
first three months of 1930, insolvencies 
were up to 7,368 and liabilities involved 
were $169,357,551. This year’s first 
quarter saw 8,483 business places close 


their doors with liabilities totaling 
$214,602,374. Over fifty per cent. of 
these bankruptcies exceeded $5,000 


each. The report of the week ending 
May 2 showed a decrease of 80 to a to- 
tal of 532 as compared with the pre- 
vious week’s figures of 612, and the 
same week in 1930 with a total of 
472. 

Bank failures reports, however, are 
slightly more cheerful. From the start 
of the year until April 15, there were 
396 bank closings, according to the 
American Banker, which states that the 
situation is clearing up and that 1931 
will have considerably fewer than the 
1,345 closings reported in 1930. In 
January, 211 institutions throughout 
the country were closed. In February 
the total fell to eighty-three and in the 
next month to eighty-two and for the 
first half of April to twenty. 


single column charts are from United 
States Department of Commerce bulletin 


cash receipts vs. credit 


shaded sectors represent instalment and charge accounts from “The Outline of Business,” 


Central United National Bank of Cleveland . 


. based on Department of Commerce Survey 


CAR LOADINGS: The downward 
trend was in evidence in the first quar- 
ter of the year in car loadings of rev- 
enue freight. A decline of 2,000,000 
cars, or 17.8 per cent., was noted as 
compared with the first quarter of 1930. 
Grain and kindred products showed the 
least decline, being around 3.5 per cent. 
but ore and forest products sank as far 
as 37 per cent. below last year’s levels. 
Livestock and merchandise both showed 
a continued descent in the percentages, 
dropping 11.5 per cent. 

The April 23 report of the American 
Railway Association presented the load- 
ings for the week of April 11 at 737,- 
934 cars, a decrease of 173,382 cars 
below the corresponding week of 1930 
and 235,218 cars below the same week 
of 1929. An interpretation of car 

(Continued on page 36) 


FREIGHT CAR LOADINGS 











, eae eT 
FItLi titres 





MONEY IN CIRCULATION (DALY AvErace ) 


0 
et 


IRIE Fp o°h ooctatf oof aAcned Maho | 





























































tte 
ai ala 





British Ambassador to the United 

States is the most personable and 
likable of the foreign ambassadors that 
I have interviewed. He received me in 
his private office in the new British Em- 
bassy on Massachusetts Avenue in 
Washington, D. C. From authorita- 
tive sources I learn that the British Em- 
bassy is the finest embassy in the world 
today. 

It is fitting that Great Britain’s am- 
bassador who represents his country in 
its biggest and finest embassy should 
also be the biggest and finest of its dip- 
lomats. Shortly after Sir Ronald came 
to this country to succeed Sir Esme 
Howard, the New York Times eulogiz- 
ed him as “Britain’s biggest man in the 
field of foreign affairs.” 

When I read this statement to Sir 
Ronald he smiled and answered, “When 


S IR RONALD LINDSAY, the new 
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it says ‘the biggest man’ it is right in 
the sense that I am probably the big- 
gest in physical size and stature.” 

The humility and modesty inherent 
in that answer are a direct reflection of 
the mental stature and humanitarian 
tendencies of the man. Most people 
generally think of an ambassador as 
some one who is very formal and very 
difficult to meet. This is a greatly mis- 
taken impression and no foreign dip- 
lomat exemplifies the truth of this 
statement better than Sir Ronald Lind- 
say. 

I was with him for over half an hour 
before the “question and answer” part 
of the interview began. The Ambas- 
sador showed me through the Embassy, 
took me out on the grounds and ex- 
plained many interesting architectural 


points about the buildings and general . 


layout of the property. When we re- 





turned to his individualistic and highly 
interesting study and office we finally 
discussed the subject matter of this in- 
terview. 

Most of the doors in the Embassy 
have the doorknobs exactly in the cen- 
ter of the door instead of at the side 
where door-knobs are generally placed. 
After I had talked to the Ambassador 
for a while an interesting comparison 
came to mind, which at first seemed a 
little far-fetched, but which became 
more logical and appropriate as I 
thought it over. As Sir Ronald an- 
swered some of my questions, my gaze 
shifted slightly to rest on the knob in 
the middle of the door. Something of 
a legend has grown up about diplomats 
thinking and acting in circles and not 
coming directly to the point. Evasive- 
ness is considered a diplomatic attribute. 
Sir Ronald conforms to none of these 
ideas. In his thinking he shifts neither 
to the right nor left but drives directly 
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to the center point of the question or 
problem. This might appropriately be 
termed “center door-knob diplomacy”. 
He either answered every question di- 
rectly or stated specifically why it was 
not within his province to answer it,— 
and there was no “quibbling” or “hum 
and hawing”. 

Before becoming Ambassador to the 
United States, Sir Ronald was perm- 
anent under-Secretary of State for For- 
eign Affairs and Chief of the Foreign 
Office. No other man in British diplo- 
matic service has had such varied and 
important experiences. In 1924 he held 
the very difficult post of British Am- 
bassador at Constantinople during the 
first years of Mustapha Kemal’s presi- 
dency. He has also served in St. Peters- 
burg (now Leningrad), Berlin, Teheran, 
Paris, the Hague and in Egypt. In the 
last named position he was an official 


seer H(A 


government. His colorful career has 
extended over a period of thirty-two 
years. 

Sir Ronald has a real basis for under- 
standing the American viewpoint. He 
was First Counselor of the British Em- 
bassay at Washington during the latter 
part of the Wilson administration and 
during the period when the controversy 
was waging over the League of Na- 
tions Covenant. He has been married 
twice and both wives have been Ameri- 
can,—which of course allows certain 
deductions as to his American view- 
point. 

Many business executives wonder how 
much and what kind of information 
they can procure from the British Em- 
bassy, so I asked the following ques- 
tion to get this information: “How can 
the commercial department of the 
British Embassy be of service to Ameri- 
can business men?” 

The Ambassador: replied: ‘The 
United States and Great Britain are the 
two greatest foreign trading nations of 
the world. The total overseas com- 
merce passing between them every year 
amounts in value to nearly one and a 


™@ the British Ambassador 


fixes his attention as pre- 


cisely in the center of each 
question raised as the embassy 
knobs are fixed to the doors 
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This trade 


quarter billions of dollars. 
however is not evenly distributed, for 
American purchases from Britain do 
not amount to much more than a third 
of the value of American sales to the 


United Kingdom. From many points 
of view a closer adjustment of the mer- 
chandise balance of trade is desirable, 
and the commercial department is 
therefore equipped to give advice and 
assistance to American business men de- 
sirous of expanding their import trade. 
Facilities exist for placing American im- 
porters and agents in direct touch with 
responsible British firms able to supply 
those high grade products of Great 
Britain which on account of their fine 
quality and workmanship find a ready 
market in the United States. Guidance 
is also furnished to American firms con- 
templating the establishment of branch 
factories in England in order to take 
advantage of the valuable market which 
exists there, and on the continent of 
Europe, for American goods. The ex- 
pansion of British trade with the United 
States is naturally the chief aim of the 
commercial diplomatic officers but the 
(Continued on page 38) 
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UMEROUS prudently managed 
corporations for years built up 
reserves for the proverbial rainy 

day, and then hesitated to draw on them 
when it poured. 

Fear, like greed, is a poor counsellor 
for an individual or a board charged 
with the responsibility of guiding the 
destiny of a large corporation. In 1930, 
1,008 companies in the United States 
took adverse dividend action, either re- 
ducing the rate or omitting the dividend 
entirely, compared with 154 in 1929, 
142 in 1928 and 170 in 1927. 

In 1930, 1,482 companies liberalized 
dividends, compared with 2,393 in 
1929, 1,468 in 1928, and 1,179 in 
1927. Thus far, in 1931, corporations 
have pulled in their horns dividendwise. 
In the first two months, 286 companies 
took adverse dividend action compared 
with 76 in the corresponding period last 
year, and in the same two months, only 
187 took favorable dividend action 
against 289 last year. 

It is of course impossible wisely to 
administer company affairs on the basis 
of aphorisms or wide generalizations. 
Directors must exercise their discretion 
in the light of special circumstances af- 
fecting their own company. In discus- 
sing this question with me recently, 
Alfred P. Sloan, Jr., president of Gen- 
eral Motors Corporation said: 

“If a corporation’s position is sound 
industrially and financially, I think it 
is justified in times like these to pay out 
all its earnings in dividends, and even 
go a step further and dip into surplus 
in order to continue dividend disburse- 
ments, which applies especially to strong 
companies like the United States Steel 
Corporation and our own.” 


Foolish sentimentality should not 
actuate guardians of accumulated cor- 
porate profit needlessly to cut the wages 
of capital. Superficially there is a temp- 
tation to do this when the dividend has 
in effect been cut on labor common 
through the scarcity of jobs, causing 
widespread part-time employment or un- 
employment. 

Sympathy for labor should not be 
articulated through unnecessarily penal- 
izing stockholders. To cut dividends 
would reduce consumer purchasing 
power and thus accelerate the vicious 
cycle of depression which throws work- 
ers out of jobs. Furthermore, with the 
wider diffusion of corporate shares 
among the public since the war, tens 
of thousands of workers on part time 
basis, such as the employees of the 
United States Steel Corporation and also 
the Bethlehem Steel Corporation, are also 
stockholders. To cut dividends after 





wage receipts have been reduced 
through part-time, rather than full time 
employment, would result in intensify- 
ing the hardships of such workers. 

Parenthetically, I want to say that 
in the next period of prosperity pro- 
gressive corporations should consider 
setting up special unemployment re- 
serves just as they have in the past set 
up dividend reserves out of excess earn- 
ings. Furthermore, if at present any 
company is so poor that it must choose 
between performing its responsibilities 
to loyal and competent employees and 
continuing dividends, it should not hesi- 
tate to slough off dividends to stock- 
holders. In urging that affluent cor- 
porations exert themselves to keep up 
normal dividend disbursements, I do not 
mean to say that they should be negli- 
gent in any way of the human rights 
of employees. 

To an increasing extent, well man- 
aged companies seek to establish a stable 
dividend rate which they can pay 
through all stages of the business cycle. 
This means that in; good years directors 
must be abstemious, paying out to 
stockholders only a fraction of the 
profits which are legally available for 
dividend disbursements. 

The profits retained by the company 
still legally belong to the stockholders, 
provided all prior claims are satisfied. 
But, since profits retained are subject 
to the hazards and vicissitudes of future 
business, investors ordinarily value 
profits disbursed to them higher than 
net income retained in the corporate 
treasury. Where companies are especial- 
ly well managed, like the American Can 
Company, for example, investors who 
express their applause and hisses at the 
stock market, recognize that perhaps 
the management can employ the re- 
tained profits more advantageously than 
individual stockholders could. Ac- 
cordingly, such companies sell on a high 


if the excess profits of 
prosperity were withheld, 
for distribution as divi- 
dends during days of de- 
pression, business would 
ride on a more even keel 






















































usiness 


ee 


ballast 


& 


ratio ot price to earnings, without much 
regard to dividend. The stockholder ex- 
pects that eventually the retained profits 
will be distributed to him as a melon. 

However, in a company like the 
American Telephone and Telegraph 
Company, in which the chief executive 
officer has announced that there will be 
no increase over the 9 per cent. divi- 
dend, there is less interest in excess un- 
distributed earnings than in actual divi- 
dend disbursements, which are sweet- 
ened virtually every two years by valu- 
able subscription rights. 

Of course, companies that retain ex- 
cess profits do so not from any single 
desire to set up dividend reserves for 
interludes of slack earnings. Frequent- 
ly profits are retained in part to finance 
necessary capital expansion. 

The Van Sweringens, who brought 
the spirit of venturesomeness back to 
the railroad field, believe that a railroad 
ought not to pay out more than one-half 
of its average earnings in dividends. 

Speaking for an unregulated indus- 
try, Mr. Sloan told me that before the 
depression he established the policy for 
General Motors of paying out to stock- 
holders 60 per cent. of earnings avail- 
able for dividends. 

The decision on proper proportions to 
distribute depends somewhat on the 
capital structure of a company. Con- 
servative investors disapprove of fixed 
charges—interest on bonds—running 
more than half of anticipated irreducible 
minimum net income. Where com- 
panies have no bonds outstanding, divi- 
dends on preferred stock, which are a 
contingent liability rather than an in- 
flexible fixed charge, can safely run up 
to two-thirds or even three-quarters of 
anticipated income. 

Lawrence H. Sloan, of the Standard 
Statistics Company, has made some il- 
luminating computations as to the ratio 
of dividends to net income. He found 
that in 1927 a large group of leading 
industrial concerns distributed net in- 
come somewhat as follows: 

10 per cent. consumed by fixed 
charges. 

10 per cent. consumed by preferred 
dividends. 

55 per cent. consumed by common 
dividends. 

§ per cent. consumed by miscellane- 
ous charges and adjustments. 

20 per cent. theoretically available for 
surplus. 


by MERRYLE STANLEY RUKEYSER 


13 


Mr. Sloan, in presenting similar data 
for 1926, said that the earlier year was 
more typical. The 1926 distribution 
was as follows: 

10 per cent. consumed by fixed 
charges. 


10 per cent. consumed by preferred 


dividends. 

45 per cent. consumed by common 
dividends. 

5 per cent. consumed by miscellane- 
ous charges and adjustments. 

30 per cent. theoretically available 
for surplus. 

Mr. Sloan concluded that in times of 
business depression when net profits are 
shrinking, common. dividends in lines of 
business which have resorted less gen- 
erously to the bond and preferred stock 
markets are, on the average, the more 
likely to be maintained. 

Sometimes individual companies have 
reversed their dividend policy. Before 
it came under its present capable man- 
agement, the National Lead Company, 
by way of illustration, used to pay out 
virtually all available earnings as divi- 
dends in peak years and then would sus- 
pend dividends in slack years. This pol- 
icy gave insiders an opportunity to ex- 
ploit the rank and file of stockholders 
through market rigging based on ad- 
vance knowledge of dividend prospects. 
Under the present excellent manage- 
ment, which regards itself as trustees for 
the stockholders, the policy is to pay a 
regular dividend which can be main- 
tained during depression as well as in 
time of prosperity. The United States 
Steel Corporation and the Pennsylvania 
Railroad also pursue this conservative 
dividend policy. Edward J. Cornish, 
the president of the National Lead Com- 
pany, recently reduced his own salary, 
but paid out the regular dividend to 
stockholders. 

Many companies, including the Na- 
tional Lead Company, pay out additional 
or extra dividends at the discretion of 
directors in especially prosperous years. 
Though this practice is eminently sound 
from the viewpoint of the individual 
corporation, it is somewhat harmful to 
the general economic situation. It 
tends to promote economic instability 
by exaggerating purchasing power at the 
peak of prosperity and flattening it out 
at the trough of depression. 

Corporate directors can help to stabil- 
ize general business by withholding some 
excess profits when business is good 
and by drawing on such accumulated 
reserves and disbursing them to 

(Continued on page 42) 
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proved by 
adversity 


the credit union 
withstands the 


overwhelming flood 
of depression! 


“extraordinary if the  brother- 
hood of man is good business!” 


by ROY F. BERGENGREN 
Executive Secretary 
Credit Union 


National Extension Bureau 


HE business cycle with its alter- 

nating periods of feasting and of 

famine is an established fact. It 
seems to be a fact, also, that when times 
are good we forget, quite quickly, how 
things were when times were bad. It’s 
somewhat like the peculiar psychology 
with which we enter a war. We “give 
until it hurts;” we fight “one last war 
to end war;” we promise all sorts of 
things to departing soldiers; we pro- 
claim lofty ideals which will re- 
sult in a warless world when this 
particular war has been concluded suc- 
cessfully. When the war is over we 
undergo an automatic process of 
spiritual back-sliding. Forgotten are 
all the high purposes; lost again are 
the new found ideals; abandoned as so 
much clap-trap, the notions of a war- 
less world! 

So, when the current depression is 
over (at a time not to be too long de- 
ferred) we shall quickly obliterate from 
our memories the unpleasant thoughts 
of the bread line. We shall, because we 
are so very human, be much inclined to 
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forget every lesson the hard experience 
of the depression has taught us. If we 
do, the depression will have failed to 
supply us with the one compensating 
thing it has to offer—the experience on 
which we might predicate an intelligent 
effort to prevent the next depression. 

The credit union (subsequently de- 
fined herein) is much interested—very 
personally interested—in the economic 
problems involved in a period of hard 
times. Credit unions, from their very 
nature, are composed of the sort of 
folks who, unless adequately prepared, 
suffer most when a period of depression 
arrives. I have been and am in quite 
intimate contact with over a thousand 
credit unions, spread throughout the 
thirty-two states which now have credit 
union laws. From this contact during 
the period of great economic distress, 
some notions have gradually emerged 
having to do primarily, of course, with 
the capacity of the credit union to 
withstand adversity, along with a few 
other notions as to hard times as an 
economic manifestation. 

It is not within the scope of this 
article to attempt a diagnosis of hard 
times. Too many remedies (patent and 
otherwise) have already been suggested, 
designed to prevent a recurrence of the 


malady. Many people are writing 
gravely and with the voice of authority 
as to “the way out” whose suggestions 
may, in the end, prove about as valuable 
as their prophetic utterances of early 
1930, that “the bottom of the depres- 
sion has been reached and the early 
spring of 1930 will witness a strong 
revival”, etc., etc., etc. 

How fortunate that no liability at- 
taches to false prophecy! 

Nor is there any purpose in this ar- 
ticle to Pollyanna, unduly. Much of 
the reasoning of the past year has been 
of about the same consistency as that 
of the gentleman with a boil on his 
neck, who would cure it with a clean 
collar. 

Possibly the greatest good which will 
come out of the depression will be a 
clearer realization of the fact that we 
in the United States are not immune 
to the economic difficulties which have 
so bedeviled Europe since the war; 
possibly it is well for us to broaden our 
vision that we may the better appreciate 
how our neighbor’s plight affects our 
own. It is no longer either patriotic or 
intelligent to attempt either political 
or economic isolation. I recall a feather 
bed in which I slept when a boy. Ona 
cold winter night one could snuggle 
down in it; it would envelop one and 
he would be cozy and warm, however 
cold the room might become after 
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Mother had heartlessly opened the win- 
dow to the bitter winter night. But 
one paid the next morning, when one 
had to get up and found the world cold 
and drear and that life is no perpetual 
feather bed. Possibly we were, before 
the depression, warm and comfortable 
in our national feather bed and indiffer- 
ent to the unhappy fact that in Eng- 
land and in other parts of the world 
times were hard and difficult. We can 
better understand the English dole when 
millions of folks are out of work at 
home. 

Whether we would have it so or not, 
the world has moved, bag and baggage, 
into an apartment house! Our neigh- 
bor’s distress may well make our own 
national life uncomfortable; his rows 
may easily make our own apartment so 
untenantable that we must join in the 
row in order to restore peace to the 
block. The last such row cost thirty- 
seven million human casualties! 

For many generations yet to come 
statesmen, yet unborn, are going to try 
to argue against the inevitabilities inci- 
dental to participating naturally in the 
development of a civilization which 
scoffs at distances. Sweeping back the 
advancing tide was an altogether more 
rational proceeding. So many of us 
forget that there were more Frenchmen 
than Americans at the Battle of York- 
town (if we count the personnel of the 





French fleet) and that, the day after 
the surrender of Cornwallis, George 
Washington called attention in general 
orders to the fact that we owed our 
success at arms to the friendship of the 
King of France! 

Now—what has all that to do with 
the credit union in times of industrial 
depression? The connection may be a 
bit indefinite but I'll attempt to indi- 
cate it. I must first detour long enough, 
however, to define “‘credit union.” 

A credit union is a common pool of 
funds by a group of workers or small 
farmers, who manage the pool (under 
the rules contained in the law and under 
state supervision), using it to create 
credit resources in times of credit nec- 
essity at fair rates of interest, for those 
who have contributed to the pool or 
who join it, with the earnings that 
result from the loans reverting to the 
members of the pool in dividends and 
surplus. There are credit union laws 
in thirty-two states with approximately 
twelve hundred or so credit unions, well 
scattered throughout these states. Their 
combined resources total about forty- 
five million dollars, their membership, 
a quarter of million or so, and they do 
an annual small loan business of about 
sixty-five million dollars. The first of 


these laws was enacted in Massachusetts 
twenty-two years ago; the credit union 
is an importation from Germany and 
there has been a successful development 
of cooperative credit in that country 
for approximately three quarters of a 
century, a development which has 
spread and manifested itself in almost 
every civilized country on the globe. 

While the primary credit union man- 
ifestation abroad is rural, and while 
there are present indications of rapidly 
increasing interest in rural cooperative 
credit in the United States, better than 
ninety per cent. of all of the credit 
unions in the United States are urban 
credit unions of wage workers. They 
would, therefore, quite naturally feel 
the effects of sustained hard times. They 
are, in fact, right now being tried in a 
veritable fiery furnace. 

Hew are they reacting to the process? 

I have had to do, either directly or 
indirectly, with the organization of 
more than a thousand credit unions, 
approximately eight-five per cent. of 
all the co-operative credit societies now 
operating in the United States. These 
credit unions vary in size from an in- 
dividual membership of less than fifty 
to a membershp of several thousand. 

(Continued on page 42) 
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atmospheric variations 
|] may foreshadow credit 
ye i fluctuations . . . credit 
‘F’ TM storms may follow cy- 
clonesand good ‘credit 
crops. may follow rain 


by S. RAPHAEL 
Associate Editor 


weather but nobody does any- 

thing about it,” said Mark 
Twain. This is an epigram and not to 
be taken too literally, but at the risk 
of appearing pedantic, we are going to 
take exception to the humorist’s remark 
and insist that quite a lot of people are 
doing something very vital about the 
weather. 

The Weather Bureau of the U. S. 
Department of Agriculture was formed 
more than forty years ago to “do some- 
thing about the weather.” Since that 
they have studied, plotted, graphed and 
charted the weather. More important 
still, they have made their observations 
available in the form of weather maps 
published daily, for which any indi- 
vidual may subscribe. These weather 
maps are also published in many news- 
papers and information emanating from 
the U. S. Weather Bureau is dissemi- 
nated daily by radio. 

This information is of great import- 
ance to every business man. It is well 
worth his while to obtain this authentic 
weather information daily, study it and 
digest it. This study will make clear to 
him certain fundamental laws govern- 
ing weather conditions, of which he may 
have been ignorant. More important 
still, he may be able to see some prac- 
tical applications for this data in his 
own work. Weather data will become 
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maps showing all weather variations are available at one cent 
a day from the United States Department of Agriculture 


as important an index to him as the 
various indices of economic trends and 
conditions which were discussed in an 
article on indices published in the pre- 
ceding issue of CREDIT AND FINANCIAL 
MANAGEMENT. 

The weather map is of comparatively 
recent date. In 1820 a German phy- 
cisist, Brandes, made the first weather 
chart from data gathered in a number 
of places. The first weather chart pub- 
lished in this country was made by Pro- 
fessor Elias Loomis of Yale, who charted 
the weather conditions on February 16, 
1842. It is a far cry from those early 
pioneers to the highly organized Weather 
Bureau of the United States Department 
of Agriculture which maintains two 
hundred telegraphic observing stations 
in all parts of the country which send 
in their observations to the central office 
at Washington twice a day at 7:45 
A. M. and 7:45 P. M. The sky is ob- 
served and the clouds classified, the 
barometer is read, the direction and 
velocity of the wind, the rainfall or 
snowfall are measured; the current tem- 
perature and extremes since the last 
reading, moisture content of the atmos- 
phere and all other phenomena such as 
thunderstorms, fogs, smoke, halos, etc., 
are noted at these observation stations. 

This data forms the basis on which 
the daily weather maps are constructed. 
On the map solid lines in blue ink 
called “‘isobars” are drawn through areas 
which have the same atmospheric pres- 


sure, a line being drawn for each tenth 
of an inch in variation. For example, 
the line marked 30.0 at each end passes 
through points where the barometer 
readings are exactly 30 inches. On one 
side of this line, the readings are higher 
than 30 inches and lines are drawn for 
each tenth of an inch increase until a 
center or crest is located which is 
marked “HIGH.” Conversely, on the 
other side of the “30” line, readings are 
lower than 30 inches and a line is drawn 
for each tenth of an inch decrease until 
a center of depression, which is marked 
“LOW” is located. 

Red lines called “isotherms” are 
drawn through points that have the 
same temperature, a line being drawn 
for each ten degrees. The direction of 
the wind at each station is indicated by 
an arrow which flies with the wind. 
The location of each reporting station is 
indicated on the map by a small circle, 
and various symbols used in these circles 
indicate whether the weather is clear, 
cloudy, rainy or snowy at each point. 
The tabular data on the map gives de- 
tails of maximum and minimum tem- 
peratures, 24-hour temperature changes, 
wind velocities and amounts of precipi- 
tation during the preceding 24 hours. 
The text printed on the map gives a 
general forecast for the next 36 hours. 

On what basis does the U. S. Weather 
Bureau make this prediction of the 
weather for the next 36 hours? The 
governing factor of weather forecasting 
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is atmospheric or barometric pressure. 
A knowledge of the general laws of at- 
mospheric pressure makes it possible to 
forecast storms and changes in temper- 
ature. Waves of low atmospheric pres- 
sure and high atmospheric pressure are 
constantly and successively drifting 
across the country from the West to 
the East. A glance at a series of U. S. 
Government weather maps will show 
this march of the “HIGHS and LOWS” 
across the face of the map. 

These facts do not seem particularly 
impressive or pertinent until one learns 


obviously: a cyclone through an agri- 
cultural area at harvest time might 
seriously damage both credit and crops 


that there is a very close relationship be- 
tween atmospheric pressure and winds 
and storms. Air currents flow from re- 
gions of high pressure to regions of low 
pressure. “In the Northern Hemis- 
phere,” a pamphlet of the United States 
Weather Bureau tells us, “winds blow 
spirally inward, counter-clockwise to- 
ward and around the center of a LOW, 
while from the center of a HIGH they 
blow spirally outward in a direction 
similar to that of the hands of a clock. 
In advance of a LOW, therefore, the 
winds are easterly and southerly, and 
when the LOW has passed to the east- 
ward, the winds shift to westerly and 
northwesterly.” Take a piece of paper 
and a pencil and diagram that spiral- 
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ling movement of the air-currents. It 
is one of the basic laws of weather. 

“There is more or less regularity in 
the sequence of HIGHS and LOWS, 
LOWS following HIGHS and HIGHS 
following LOWS as a general rule. 
LOWS are usually preceded by rising 
temperature and accompanied by cloud- 
iness and rain and snow, while the 
HIGHS are usually preceded by falling 
temperature and attended by fair 
weather... 

“The LOWS charted on the weather 
maps are known as ‘cyclones’ and their 
area of influence occasionally exceeds 
1,000 miles or more in diameter. As- 
sociated with these larger storms are 
secondary storms—tornadoes and thun- 
derstorms.” 

“Most of the LOWS that affect 
weather conditions in the United States 
enter the country from the Canadian 
Northwest; some, however pass over the 
North Pacific States; others over the 
South Pacific States; some develop over 
the Rocky Mountain region; some over 
the Gulf States; a few off the South 
Atlantic coast; and quite a number, par- 
ticularly in summer, over the Central 
States. In the summer time, a great 
majority of the LOWS first appear in 
the Canadian Northwest. Summer 
LOWS pursue, on the average, a more 
northerly course than those of the win- 
ter season and are also of less energy 
and of slower movement.” 

By charting the march of the HIGHS 
and LOWS across the country, the 
weather in a given locality is predict- 
able 36 hours to 48 hours in advance. 
By considering the amount of change 
that is taking place in any area, one can 
forecast for the localities ahead of it 
whether the temperature change will be 
up or down, great or small. 

That is what the Weather Bureau is 
doing about the weather—what can the 
business man, and more particularly the 
credit executive do about it? The 
credit manager knows that the eco- 
nomic prosperity of many localities in 
which the merchandise of his company 
is sold is dependent upon crop condi- 
tions. And what are crop conditions 
dependent upon? WEATHER, in large 
capital letters. By studying weather 
maps and weather conditions, the up-to- 
the-minute credit executive will be able 

(Continued on page 43) 





Kc past writes the future 


“The fall in raw materials is 


now completed. 


“By December of this year 
the value of industrial out- 
put should be twenty-five per 
cent. larger, at least, than it 
was in December, 1 970. 


“Profits will be maintained 


at satisfactory levels even at 
these lower prices... better 
this year than last. 


“W e have reached the turn- 
ing point in bonds and it is 
reasonable to expect that the 
rise in bonds will continue 
from nine to twelve months.” 
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by Dr. DAVID FRIDAY 


Eminent Economist 
and Business Analyst 


VERY major business depression 
presents the economist and finan- 
cier with two difficult problems. 

The first of these is to explain the causes 
of the debacle; and the second, to 
describe the process by which we are 
going to get out of it. It is always 
puzzling to see why a period character- 
ized by large production, good profits, 
employment for everyone and business 
optimism, suddenly changes into a situ- 
ation where men who are willing to 
work cannot get jobs, where profits are 
unsatisfactory, and where pessimism and 
gloom fill the industrial community. 
Every period of depression presents this 
enigma. The one in which we find our- 
selves at this moment has been particu- 
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larly puzzling for the reason that many 
of the signs which usually indicate that 
prosperity has bred a depression were 
absent in the spring and summer of 
1929. Back in 1920 all the signs of 
a coming crisis had been in evidence; 
but this time the economic danger sig- 
nals were lacking, for the most part. 
We know now that many of the most 
serious causes of this situation in which 
we find ourselves were not economic but 
political in their nature. They were 
largely fortuitous, and brought in their 
wake economic and financial conse- 
quences which constituted a major 
slump in business. 

Now, after eighteen months of de- 
cline, we find ourselves at the bottom of 
the trough. Industrial production has 
fallen thirty-five per cent. from the 
peak which we reached in the summer of 
1929, and factory payrolls are down in 
like degree. There is also a good deal 
of unemployment in the building trades, 
in mines, and on railroads. Now people 
are wondering how full prosperity can 
be restored. In fact, many persons are 
puzzled to see how real prosperity can 
return for a long time to come. Ob- 
viously, if labor is unemployed and is 
not receiving wages, the laborer and his 
family cannot buy goods. And if there 
is no one to buy goods how can demand 
revive? We have been told repeatedly, 
especially by bankers, that the period 
before 1929 was characterized by a 
great over-expansion of facilities and by 
overproduction. If this is true, they say 
that industry will not revive through 
the building of new factories and plants. 
It is easy to make a perfectly logical 
argument for the proposition that we 
are caught here in a situation which will 
tend to perpetuate itself almost indefi- 
nitely. Let us console ourselves, how- 
ever, with the historical fact that the 
same arguments have been brought 
forth in every major depression, and 
that we have never failed to rise to new 
high levels of production within a rela- 
tively short period after these have 
passed. It may be some comfort, too, 
to remind oneself that often the ma- 
chinery of logic works just as perfectly 
when it is going in the wrong direction 
as when it is headed in the right. 

What are the fundamental readjust- 
ments which must occur in order to 
bring us from depression to prosperity, 
to replace hard times with good? They 
are primarily three: The first takes 
place in the field of prices; the second, 
in costs of production; and the third is 


in interest rates, especially those on 
long-time funds which are procured 
through the sale of mortgages, bonds 
and other securities. If we trace the 
readjustments that arise inevitably when 
demand has fallen off and unemploy- 
ment has appeared, whatever the cause 
may be, we shall be able to understand 
our present situation a little more 
clearly; and we shall be in a position 
to chart our course somewhat more con- 
fidently for these months of revival 
which are ahead of us. 

In the field of prices, the slackening 
of demand which ushers in business re- 
cession brings about first of all a fall 
in raw materials. In fact, the present 
decline of business began largely with 
a buyers’ strike in just these commodi- 
ties. For some years previous to the 
boom of 1929, there had been great ac- 
tivity in the organization and mainten- 
ance of price pools. Rubber was one of 
the first. There were also pools in cop- 
per, coffee, sugar, silk, wool, tin, wheat 
and cotton. Besides these there were 
minor ones. The prices which these or- 
ganizations tried to maintain were stim- 
ulating production beyond the volume 
which demand would absorb at such 
high levels. Presently, buyers here and 
abroad grew distrustful and suspended 
their purchases or postponed them. 
They expected a fall later, and they were 
right. 

The raw material group of commodi- 
ties has fallen twenty-six per cent. dur- 
ing the last eighteen months. If those 
items be singled out in which stabili- 
zation pools were operating, the decline 
is around fifty per cent. The fall in 
raw materials is now completed. Most 
of them are down to a point where their 
producers can realize hardly any profits. 
In many cases they are being produced 
at a loss. This always happens to basic 
material in times of depression, and 
when they get down to this level the 
first stage of the readjustment is com- 
pleted. In 1920, the raw materials 
group in the Bureau of Labor Statistics 
index number fell from 166 to 81; it 
reached that point in the summer of 
1921. From that time on business re- 
vived gradually, and by the spring of 

1922 production had risen twenty-five 
per cent. from its lowest point. 

This downward trend of prices is ac- 
companied by a similar one in finished 
products at wholesale. These fall more 


slowly than the first group. Ten years 
ago they continued their decline for six 
months after raw materials had turned 
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up and were advancing slowly. We are 
still in this downward readjustment for 
manufactured products. They have al- 
ready fallen eighteen per cent. and the 
decline will probably continue until late 
spring at a reduced pace. 

Finally, the prices of goods at retail 
decline. These fall somewhat less than 
either of the other two groups and they 
usually reach their bottom still later. 
We have been in the process of readjust- 
ing these prices downward, and so low- 
ering the cost of living. When this has 
been accomplished, the money income of 
the people,—even though it is reduced, 
—will buy more product than it did 
during the early stages of the depres- 
sion when people had already found 
their income curtailed by unemploy- 
ment, while the cost of living had fallen 
but little. In those earlier months of 
a depression this disparity between in- 
comes and prices leads to a sharp cur- 
tailment in purchases; it is accentuated 
by the fear of unemployment and un- 
certainty generally, which leads even 
those whose incomes have not been re- 
duced to spend less and save more. 

It should be noted in passing that the 
money incomes of the people as a whole 
do not fall as much as the decline in 
production and in factory payrolls 
might lead us to believe. Large parts 
of the population do not have their in- 
come reduced at all. Thus, dividends 
are reduced relatively little in most 
periods of depression. In 1930 they 
have been practically as large as the pre- 
vious year; and even in 1931 they will 
be not more than ten per cent. under 
the peak figures of 1929. The employees 
of governments, federal, state and local, 
including the teachers in public schools 
and colleges, suffer no reduction in in- 
come. Pensions and similar payments 
are the same. The payments of annui- 
ties, matured endowments and death 
claims by life insurance companies are 
not affected by business slumps. Inter- 
est on bonds and mortgages remains 
stable. Rents are but slightly reduced, 
at least in the first year of depression. 
It is doubtful whether the money in- 
come of the people, as distinguished 
from corporations, is off as much as fif- 
teen per cent., even in the worst periods 
such as we have experienced during the 
last three months. 

As has already been noted, purchases 
are off more than this during the earlier 
months of a depression, because of the 
more strenuous efforts which people 
make to save out of such income as they 
have. But when prices have fallen and 

(Continued on page 43) 
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Minor Aids to Major 
Profits 

Standard Equipment for 
Clerks 

Standardized Pencils, 
Erasers, etc. 

Portable Typewriters 

Desk Racks 

Letter Trays 

Stapling Devices 

Rubber Stamps and 
Racks 


Correspondence 

Addressing Machines 

Dictating Machines 

Duplicating Equipment 

Envelope Sealers 

Letter Openers 

Permit Machines 

Pre-Cancelled Stamp 
Machines 

Stamp Affixers 

Time Stamps 

Typewriters 


Records — Protection 
Insulated Cabinets 
Insulated Files 
Insulated Safes 
Vaults —Portable 
and Permanent 


Records — Mainte- 
nance 

Filing Cabinets 

Filing Systems 

Visible Indexes 

Special Equipment 

Records—Maintenance 


The Accounting De- 
partment 
Adding Machines 
Billing Machines 
Boekkeeping Machines 
Calculating Machines 
Check Protectors 
Record Systems 
Planning and Ar- 
rangement 
Partitioning and Lay- 
out 
Types of Desks 
Chairs for Efficiency 
Filing Equipment that 
saves space 
Counters—double duty 









protect the 


the record of the past canno more be rewritten than it can 
be erased...nor can money replace records destroyed 


ers engaged in clerical occupations 

becomes larger. Without records 
these workers would have no jobs. 
Without records, business could not be 
efficiently carried on. Imagine, for in- 
stance, operating a large manufacturing 
industry, a chain of stores, a business 
of any magnitude without records to 
show where you were going and what 
it cost you to get there. Everyone ad- 
mits that records are valuable. Yet 
management, in far too many instances, 
still treats these valuable charts of the 
business course as mere scraps of paper. 
Millions to collect; not a penny to pro- 
tect is a paraphrase that states (in ex- 
aggerated form) an all too typical at- 
titude toward the vitally necessary mat- 
ter of record protection. 

It is an exaggerated statement because 
executives permit their records to re- 
main unguarded largely through ig- 
norance; through a false sense of secur- 
ity into which they have been lulled by 
such terms as “fireproof,” “sprinklers,” 
“insurance coverage.” Not that all of 
these measures of protection against 
fire loss are not excellent. They most 
decidedly are. But popular usage has 
extended the real meaning of these 
words into a sort of blanket under 
which we all sleep comfortably mur- 
muring, “there are no fire hazards.” 


F *:: year the percentage of work- 


This, in face of the biggest yearly . 


bonfire in the world. Science has elim- 
inated the Black Plague. But nearly 


four decades of education and work 
have not checked the ravages of the 
Red Plague. A fire a minute. Every 
minute of the day and night something 
is being destroyed by fire in the United 
States. Our annual bill for fire loss ex- 
ceeds $500,000,000! The probabilities 
are that this will continue mounting, 
as it has in the past decade, as our cit- 
ies become larger and more densely built 
up. 
It would be interesting to know the 
exact dollars and cents effect upon bus- 
iness of the destroyed records that form 
part of our huge yearly ash-heap dedi- 
cated to the god of carelessness. Un- 
fortunately a wide range of precise 
Statistics is not available in this field. 
This is probably due to three major 
reasons: (1) those who lose their rec- 
ords are seldom willing to advertise 
their loss, not wishing to appear care- 
less and perhaps fearing the effect upon 
resumption of their business; (2) the 
economic losses occasioned by destroyed 
records are not always immediately ap- 
parent, sometimes being buried in the 
affairs of a business; (3) there is no 
interested body to which an exact re- 
port of record loss must be made in the 
way that fire loss is reported to insur- 
ance companies. 

However, it hardly requires a lengthy 
statistical statement to convince any 
thinking executive that loss of records 
could prove mighty expensive. Com- 
panies who have experienced such 
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fourth in a series of six articles on 
modernized administration . . . . 


losses have been affected in four ways. 
They have been unable to collect fire 
insurance in full because they lacked 
records necessary to prove loss. Ac- 
counts Receivable have been difficult to 
collect. Sometimes not even 50 per 
cent. of outstanding bills is collected. 
Claimants, no matter if unjust or un- 
scrupulous, must be given the benefit 
of the doubt when records are lacking 
for cleancut, definite proof of transac- 
tions. The absence of miscellaneous 
records relating to costs, purchasing, 
sales, etc., seriously interferes with the 
resumption of business. 

These facts are known. Further, in- 
dustrial research has shown that record 
loss may seriously affect credit rating. 
A survey of one hundred business fires 
covering a period of seven years and 
including a wide variety of lines of 
industry, showed that the major loss 
factor was record loss. It showed that 
more than 40 per cent. of the compa- 
nies did not resume business. More 
than 30 per cent. had their credit rat- 
ings seriously affected. A few exam- 
ples of serious under-insurance were 
revealed by the survey, but record loss 
was the dominant factor that prevented 
resumption of business or seriously 
crippled efforts towards re-organiza- 
tion. The Record Protection Commit- 
tee of the National Fire Prevention As- 
sociation believes that such assets as 
records constitute a far more serious 
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executive office management and 


by H. P. PRESTON 


loss than physical property because 
buildings, machinery and stocks of 
merchandise can be replaced, whereas 
records and documents are often irre- 
placeable or extremely costly to dupli- 
cate. 

Buildings, machinery, stocks of mer- 
chandise can be, and usually are, ade- 
quately covered by standard fire insur- 
ance. Such insurance does not protect 
records. The standard paragraph on 
“Uninsurable and Excepted Property” 
makes this very clear. Furthermore, 
the insured is required to “produce for 
the examination all books of account, 
bills, invoices, and other vouchers, or 
certified copies thereof, if originals be 
Milewee 

Proof of loss depends upon records. 
To carry insurance and to leave the 
records necessary to collect that insur- 
ance inadequately protected is a short 
sighted policy. 

Some reasons for what must be 
called carelessness in the matter of rec- 
ord protection have been cited. I be- 
lieve, however, that it is difficult to 
visualize fire until we experience it. 
Because it is a most unpleasant matter 
we tend to avoid thinking of it in re- 
lation to our own affairs. We think of 
a fire in the next block but we are 
amazed when it strikes home. Further- 
more, we are unable to see the risks sur- 
rounding us. We cannot adequately 


analyze our own fire hazards. We de- 
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pend on a law of averages which is 
really against us. The trained eye of a 
specialist sees the actual hazards pres- 
ent. He is able to indicate the relative 
amount of risk surrounding any given 
records. Because of experience and 
knowledge, he is able to more accu- 
rately gauge the “fire probability” in 
any particular case. 

The law of averages indicates that 
every building in the United States is 
due for a fire once in fifty years. In 
New York City, and other large met- 
ropolitan areas, the probability is some- 
what less than twenty-five years. Busi- 
ness fires comprise more than two thirds 
of all fires, the losses from this cause 
often exceeding the loss through busi- 
ness failures in the same period. 

These facts might give us pause when 
we rely on fireproof buildings to pro- 
tect us from the scourge of flame. For 
“fireproof” is only a relative term. The 
actual construction of a building may 
be of fire resistant materials, but its 
interior trim and its contents may be 
inflammable. There have been serious 
fires in fireproof buildings. The shell 
—or building—often remains, but its 
contents are frequently destroyed. 
Buildings are fire resistant—not fire- 
proof. To indicate a type of: hidden 
hazard which few laymen will notice, 
a well known “fireproof” building of 
excellent construction has corridors 
floored with a composition containing 
a high percentage of oil. This inflam- 
mable flooring was enough of a risk to 
make a question about insurance rates. 

(Continued on page 47) 








































second of two articles on the 
relationship of gold to credit 


lationship of gold to credit, it is 

well to consider the world’s gold 
supply upon which credit is based. As 
nearly as it can be estimated, there are 
$25,000,000 ounces of gold in the 
world, or an amount equal to approxi- 
mately $11,000,000,000. Of this total 
amount, the United States has over four 
billion, France over two billion and Eng- 
land around seven hundred million dol- 
lars worth. This leaves approximately 
four billion dollars worth of gold for 
the rest of the world. 

It is estimated that there are approxi- 
mately 1,906,000,000 people in the 
world. Thus the United States with 
only 6 per cent. of the world’s popu- 
lation owns 40 per cent. of the world’s 
gold. This total supply of course is in- 
creased each year by the amount of gold 
that is mined but the total amount 
produced does not by any means find 
its way into the treasuries of the world 
to serve as a monetary standard and 
base. 

During the last five years, the annual 
gold production has been around 
$400,000,000, but only about $250,- 
000,000, of this amount has served to 
replenish the Treasuries of the world. 
Around seventy-five millions on the 
average have been used each year for 
jewelry; ornamentation and other com- 
mercial purposes, such as for dentistry. 
Approximately $85,000,000 worth of 
gold has gone to India yearly to be 
hoarded there by individuals, much the 
same as gold and silver was hoarded by 
the Romans, as pointed out in the first 
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article on this gold study. Naturally, 
with gold serving as a basis for our 
monetary standard and for credit, the 
annual replenishment through produc- 
tion must have its effect upon credit. 
This fact will be taken up later in the 
article. 

Gold is really nothing more than a 
concrete symbolization of the people’s 
faith and confidence in the currency of 
their country. 

The point of departure, in analyzing 
gold’s relationship to credit, is the gold 
dollar. When we say “dollar” we really 
mean the gold dollar, although the cur- 
rency we use may be an actual silver 
dollar or a dollar bill. It has been said 
that not one person in a thousand can 
answer the question, “What is a dollar?” 
A well known economist stated that he 
put this question to forty students in 
his senior class in economics and not one 
was able to answer it. 

The dollar is simply our unit, or 
measure of value, and by an act of Con- 
gress consists of 23.22 grains of pure 
gold. So, whenever we say that any 
commodity is worth a dollar, we mean 
that it can be traded for 23.22 grains 
of gold, which represents this com- 
modity’s value in money. Therefore, a 
dollar in the last analysis does not mean 
a silver cartwheel or a greenback, but 
23.22 grains of pure gold. It is very 
specific and concrete—merely a means 
or symbol that we have mutually agreed 
upon as a measurement for our wages, 
incomes and wealth and as a designa- 
tion of the value of things we buy and 
sell. 

But around this simple and basic unit 
of the gold dollar has been waged the 
bitterest and most complex economic, 
financial, and political discussions and 
wars. We cannot, in this study, be 
concerned with the uses and functions 
of money and why gold has finally been 
settled upon as our monetary standard 
and basis. Any one wishing to pursue 
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speed is gold 


without recourse to expansion of the ratio of credit 
to gold, credit dollars can literally be multiplied 
by the increase in the speed of credit turnover 


this angle of study must delve into our 
economic textbooks and into the writ- 
ings of our leading economic thinkers. 
We must accept the fact that gold has 
survived as the most effective basis for 
our currency and exchange system and 
proceed from this point to analyze its 
relationship to credit. 

We have already seen how gold is 
made into money and how it serves as 
a basis for measuring earnings and 
values. Obviously there is not enough 
gold to be used in our daily exchange 
of moneys nor could our complex eco- 
nomic and business system function at 
all if gold had to serve as an across-the- 
counter medium for every transaction. 
The absolute or orthodox gold standard 
such as we have in this country means 
that all silver and paper money is re- 
deemable in gold. As long as our peo- | 
ple’s confidence in the gold standard is } 
maintained intact, they are not going 
to demand that their silver and bills be 
redeemed by gold. Long experience has 
proved that it is entirely unnecessary to 
maintain in our Treasury and Federal 
Reserve System, enough gold to redeem 
all of the currency in circulation. This 
experience has also proved to the gov- 
ernment that it should have gold on 
hand equal to the value of between 30 
and 40 per cent. of the currency in 
circulation. The requirement of the | 
United States is that they have a 40 
per cent. reserve of gold against the cur- 
rency in circulation. Of course, if 
everyone asked to have all of their 
money redeemed in gold at once, it posi- 
tively could not be done. This extra 
60 per cent. represents the margin of 
confidence that our people have in the 
solvency, ability and strength of the 
government and the country. 

But the stretching and elasticity of 
gold goes much, very much further, 
than this ratio of a gold reserve equal to 
40 per cent. of the currency in cit [ 
culation. We are now at the point 
where gold is transformed into credit. 

The banking machinery of the coun 
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try is absolutely indispensable to this 


process. The Treasury and the Federal 
Reserve Banks are the custodians of our 
gold supply. Upon the basis of the gold 
held in the Treasury our currency is 
issued and thus we have our silver coins 
and silver and gold certificates or bills. 
The Federal Reserve Banks also issue 
Federal Reserve notes in virtually the 
same way that Treasury notes are is- 
sued. In both cases the issuance of cur- 
rency is governed strictly by the gold 
ratio. 

The banks of the country may also 
issue their own bills or currency certi- 
ficates but the issuance of these certi- 
ficates is directly co-ordinated with the 
Treasury and the Federal Reserve Sys- 
tem. Each of these banks is required 
to keep a percentage of the money that 
it owes, that is the money received from 
its depositors, with the central bank. 
In most cases this requirement is to keep 
from 10 to 15 per cent. of this money 
in the central bank. 

Now we have the direct line of the 
transformation of gold into credit. For 
every one dollar in gold that the central 
bank holds, it may issue $2.50 in credit 
to a member or lesser bank which in 
turn is allowed to extend $25.00 in 
credit to a customer and still be within 
the law and still abide by the gold 





standard which implies that every one 
dollar in paper or silver may be re- 
deemed for a gold dollar. From this 
analysis we see that we have a credit 
elasticity that will stretch $1.00 of gold 
into $25.00 of credit, or a 25 to 1 ratio. 
In actual practice, however, the $1.0Q 
of gold is only stretched into $14.00 
of credit. The system by which this 
stretching takes place is very elaborate 
and intricate. Yet whenever we stretch 
this credit elasticity to $16 or $17.00, 
there is alarm and talk about credit in- 
flation and dangers. We discern the 
simple device of allowing $1.00 to be 
stretched into $25.00 of credit as a 
great balance wheel for maintaining 
public confidence. As long as the credit 
limit does not go above $14.00 or 
$15.00, there is the strong feeling that 
we are well within our credit limits, 
although our credit structure really al- 
lows us a $25.00 limit. Examine this 
structure from any angle that you wish 
and you will see how surely and cleverly 
it is designed to influence and affect 
public confidence. Our credit is far 
better than the credit of many nations 
who do not stretch their credit elasticity 
above a ratio of 1 to 8, or 1 to 10, 
while we stretch ours from 1 to 14. 
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$85,000,000 in gold 
goes onal year to 
India to be hoard- 
ed by individuals 





Another very important question 
now arises. As the volume of business 
increases, the volume of credit must also 
increase. Supposing at any given time, 
that we have sufficient credit upon 
which to transact business efficiently. 
This presupposes that the supply and 
ratio of gold is also right. Now suppose 
that the volume of business increases 
much faster than the volume of gold. 
In order to transact the business effi- 
ciently there must be a corresponding 
increase in the volume of credit, but as 
gold does net increase in ratio as fast 
as the fiscal volume of business, how 
is credit to be stretched beyond the 
$14, $15 or $17.00 point, without caus- 
ing extremely serious business problems? 
It is this situation which causes many 
thinkers to say that a gold famine and 
a gold shortage will bring on an eco- 
nomic catastrophe. 

It is estimated that over the past ten 
years the world’s commodities have been 
increasing at about 3 per cent. a year, 

(Continued on page 53) 
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The taking of too 
many corporate 
names leads to the 
giving of suitable 
numbers in Atlanta 


BTAINING goods under a 
false company name is a com- 
mon form of commercial 


fraud and the methods of those who 
practice this kind of dishonesty are old 
and time-worn. Ordinarily, there is 
very little novel in an operation of this 
kind. There is, however, in the records 
of the Fraud Prevention Department 
of the National Association of Credit 
Men a story worth the telling of a group 
of men who, by the scope rather than 
the originality of their activities, raised 
this kind of fraud to the dignity of a 
“racket.” 

For a period of approximately two 
years, from 1928 to 1930, cases of 
fraud were reported to the Fraud In- 
vestigation Department from the small 
towns of North Carolina on the average 
of two a week. Most of them were 
strikingly similar. The essentials in each 
case were these: One or two men would 
open a store in a small town. They 
would take the name of a leading mer- 
chant of the town, modify it slightly 
(as by adding the word “trading” be- 
fore “company”) and do business under 
that misleading name. The next step 
was to order goods from the manufac- 
turers and jobbers with which the bona 
fide firm did business. In most cases, 
the merchandise ordered would be ob- 
tained, since the similarity in names and 
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taken names 
and 


nu mbers 


the absence of street addresses in small 
towns would allay any suspicion on the 
part of the creditor concern. The mer- 
chandise when received would be 
shipped immediately to other points and 
there realized upon. 

The premises in which these fraudu- 
lent companies operated were sometimes 
sadly out of keeping with their high- 
sounding names. One concern oper- 
ated in what had formerly been a hot- 
dog stand with a six-foot frontage, 
sandwiched in between two large build- 
ings,—another in a tumble-down build- 
ing with half the roof missing. These 
concerns did not go in for imposing 
store-fronts. That was not their game. 
The only blind they needed was a mis- 
leading name and an address. 

The N. A. C. M. Fraud Prevention 
Department sensed that a racket was 
developing and took active measures to 
curb it. Investigator W. D. Cawley, 
Jr., was placed in North Carolina by the 
department with instructions to elimi- 
nate this group of credit racketeers. He 
worked in close co-operation with Post 
Office inspectors, agents of the Bureau 
of Investigation of the Department of 
Justice and with the State authorities. 
He received particularly effective co- 
operation from Post Office Inspector W. 
D. Kahn. 

The results obtained by Inspector 
Cawley and his assistants were rather 
disappointing at first. Local authorities 
gave only half-hearted co-operation to 
what they considered outside interfer- 
ence. In several clear-cut cases, defend- 
ants were unexpectedly acquitted. In 
other cases where convictions were ob- 
tained, the defendants, backed by local 
sympathy, were able to obtain proba- 
tion. 

The Fraud Department representa- 
tives continued to investigate carefully 
every case reported to them. As the to- 
tal number of fraud cases brought into’ 
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W. D. Cawley, Jr., N. A. C. M. Investigator 


court mounted, public opinion grew 
conscious that a racket was flourishing 
in North Carolina and that full co-oper- 
ation should be given in the drive 
against it. Judges became increasingly 
severe and the sentences imposed 
heavier. 

Within two years’ time, the typical 
sentence increased from three months to 
three years. An indictment on evidence 
gathered by N. A. C. M. investigators 
amounted to practically a one-way 
ticket to Atlanta. The number of cases 
reported to N. A. C. M. headquarters 
for investigation grew fewer and fewer 
and finally died out altogether. This 
tree of credit evil had been pulled up by 
the roots. 

Now let’s get down to actual cases. 
Let’s mention a few names, dates and 
places. Let’s pick out a few cases which 
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sum up all the elements of the similar 
name fraud practiced in North Caro- 
lina. 

A typical case, run down by Investi- 
gator Cawley, was the case of the Selma 
Clothing Company in Selma, North 
Carolina. Ellis Nassar Hatem, who 
had received suspended sentences for 
Participation in two similar fraud 
schemes two years previous and who 
was known to be one of the top- 
notchers in the racket, was the leading 
spirit of this enterprise. Albert Z. 
Karem, Louis H. Curry and Lacy B. 
McCormick, who claimed to be a sales- 
man, were the other defendants. 

On April 10, 1928, Hatem and his 
his associates opened the Selma Cloth- 
ing Company only a short distance 
from the Selma Clothing and Shoe 
Company, which was a concern with 
a good credit standing and reputa- 
tion. Here is the way they went 
about building up their reputation in 
this small town. McCormick got a job 


as a salesman for a raincoat jobbing con- 


cern in the Middle West. He appeared 
at the Selma express office one morning 
and called for his sample cases which 
had been shipped there by express. Ap- 
parently by chance but in reality by 
plan, Karem appeared at the express of- 
fice while McCormick was there, to call 
for some shipments of merchandise for 
the bogus company. 

McCormick had already established 
himself in the confidence of the express 
agent and his clerk. He introduced 
Karem as a prosperous and honorable 
merchant. In the presence of the agent 
and the clerk, McCormick sold Karem a 
bill of goods from his samples. In reality 
he was “‘selling a bill of goods” to the 
agent and his clerk. The play-acting 
had the desired effect. Karem was ac- 
cepted as a reputable merchant and 
thereafter goods was delivered to the 
Selma Clothing Co. without question. 


This is the ramshackle 
frame building with 
the roof half off, the 
other half full of 
holes through which 
the rain dripped! 


Credit managers of the concerns to 
which the Selma Clothing Company 
sent orders proved to be more perspica- 
cious than the express company em- 
ployees. Several of them wrote to the 
bona fide concern, the Selma Clothing 
& Shoe Company, asking if the word 
“Shoe” had been dropped from the firm 
name. When they received a reply to 
the contrary, the Fraud Prevention De- 
partment was notified. 

Credit investigators quickly deter- 
mined that Hatem and his companions 
were trying to exploit the good credit 
rating of the older concern and ob- 
tained sufficient evidence to warrant in- 
dictments. This evidence, presented to 
the Federal grand jury by a post office 
inspector, resulted in the indictment of 
four men on charges of fraudulent use 
of the mails, and conspiracy to use the 
mails to defraud. 

Hatem, McCormick and Karem were 
found guilty before Judge I. M. Mee- 
kins at Raleigh, N. C. Hatem was sen- 
tenced to one year and six months in 
the Federal Penitentiary at Atlanta, and 
was fined $500. He was also given the 
same fine and the same prison sentence 
on each of the former cases against him 
(Rocky Mount Clothing Co. case and 
the Capitol Clothing Co. case) but 
Judge Meekins allowed him to serve the 
three prison sentences concurrently. 
McCormick was given a similar sentence 
of one year and six months at Atlanta 
and a fine of $500. Karem, already serv- 
ing a three year sentence, was fined $1. 
Curry was acquitted. 

Simultaneously with the Selma fraud 
scheme, a very similar game was being 
worked in Seven Springs, another small 
town in North Carolina. A number 
of manufacturers received unsolicited 
orders for merchandise from a concern 
which styled itself the Seven Springs 
Trading Company. The company name 

(Continued on page 49) 
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cementing 


N 1892 when the Portland Cement industry was in 
its infancy and the use of cement in construction 

projects was not so extensive as at present, the 
Sandusky Portland Cement Company was formed at 
Sandusky, Ohio. Its original plant was at Baybridge, 
Ohio. It had a production of 200 barrels a day, a 
large output for that period. 


Because of prejudice against domestic made cement, 
it was quite difficult to sell this product for use in 
general construction work. The Portland Cement 
Association, organized to promote the use of cement 
and to make the product better known, broke down 
this prejudice in a very effective way. The need for 
cement grew rapidly and in less than forty years, the Port- 
land Cement industry has grown to be one of America’s lead- 
ing manufactures. There are only a few construction prod- 
ucts that do not require the use of Portland Cement, which 
by its use insures permanency. 


The Sandusky Portland Cement Company later changed 
its name to the Medusa Portland Cement Company, in order 
to more closely identify itself with its product, which is sold 
under the trade name of “Medusa” cement. As the demand 
for cement grew, the Company added new plants and new 
units until it now has an annual production capacity of 10,- 
000,000 barrels, including the manufacture of White Water- 
proofed Portland Cement, Gray Waterproofed Portland 
Cement, Waterproofing Powder and Paste, Portland Cement 
Paint and masonry cement. 

This Company has functioned since its organization on the 
basis of strict economy and efficiency in every operation, from 
the time the materials used in making the cement are taken 
from the earth, until the finished product is sold and paid for. 


In our credit department procedure we adhere as closely as 
possible to the principle of the maximum of results with the 
minimum of expense. It may be argued with fairness that a 
concern, doing a maximum volume of business, should ex- 
pect a credit loss of possibly 1/10 of 1 per cent. Our atti- 
tude, however, has been that waste should be eliminated 
wherever possible. Operating on this theory, it has been our 
endeavor to reduce as nearly as possible bad debt losses. We 
feel that by proper co-operation with our customers and by 
familiarizing ourselves with conditions in the industry as 4 
whole, we can be successful in this direction. 


Each salesman’s territory is practically a separate organiza- 
tion, in that the salesman has that particular territory under 
his direct management. He is supervised from the General 
Office, and must furnish to the General Office a clear picture 
of the sales and credit possibilities in his territory. When- 
ever the salesman feels that an account is about ready to buy, 
he furnishes the Credit Department the customary credit re- 
port on forms provided for that purpose. These forms are 
promptly sent to the Credit Department so that we may be 
in a position to determine the financial standing of the pros- 
pective customer.’ Our salesmen are obliged to know not only 
the sales possibilities, but also the credit possibilities of their 
territories. 


From the sculpture by Benvenuto Cellini 
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the Credit Manager authorized to render 
final credit decisions and personal 
attention from a sales angle to every 
active account, pays highest dividends 
in business held and losses reduced 


by E. B. ODENKIRK, Credit Manager, 


Medusa Portland Cement Company 





CREDIT RATING | MEDUSA PORTLAND CEMENT CoO., CLEVELAND, OHIO 











STELET AND NUMBER 
a eT 


Colored tabs inserted at the bottom 
show: black and white, “‘credit informa- 
tion on file”; blue, “discount our bills 
but slow on others”; red, “slow, sold 
on sight draft or cash”; pink, “refer to 
credit file’; green (at the right) ‘‘fol- 
low up”; salmon, “no longer active”. 


We have found the Credit Inter- 
change service invaluable in checking 
the paying habits of our accounts and 
we are at the present time members of 
the local Association of Credit Men, 
the Credit Interchange Bureau, and the 
Building Material Manufacturers Credit 
Group of the National Association of 
Credit Men, which furnishes us with 
monthly information on accounts in 
which we are interested. We are firm 
believers in proper Group Credit Con- 
trol and it has been our endeavor to 
foster a movement in this direction. It 
is our belief that a properly organized 
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credit system will come ultimately 
through Group Credit Control. There 
has been an awakened interest in this 
movement, and we feel that within a 
very short time, a very noticeable de- 
velopment will have taken place in 
group activities. 

We feel that through co-operation in 
this movement the credit grantors of 
this company are becoming “group 
minded”, and that in addition, more 
consideration is being given to group 
fundamentals than ever before. Group 
activity should, if properly organized, 
contribute immeasurably to the elim- 
ination of our enormous bad debt 
losses, stabilizing to a minimum specu- 
lation in credit. 

Group Credit Control can be made 
quite effective and can be of material 
assistance to credit executives in the ad- 
ministration of their respective depart- 
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INV. 
DATE 





ments. When one considers that the 
bad debt loss for 1930 would have em- 
ployed one million men at five dollars 
a day for approximately one year, it is 
easily realized that there is important 


sociation of Credit Men is the logical 
place for such group activities to de- 
velop and we are particularly pleased to 
observe the steady growth during the 
past two years of Group Credit Control. 

A “Kardex Rand” visible record card 
is made out for each new account 
which is placed on our books. The 
District Office, through which an order 
from a new account comes, sends us a 
form authorizing shipment to the new 
account. This form is sent to us in 
duplicate, the original carrying the 
established credit rating with the signa- 
ture of the person authorized in the 
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Credit Department to establish these 
ratings. The duplicate is retained and 
placed in the customer’s credit file. 

The individual shipments to a cus- 
tomer are posted on the reverse side of 
the visible record, showing the date of 
purchase, the mill from which ship- 
ment is made, the amount of the in- 
voice and the date on which payment is 
received. 

When the invoice is discounted in 
accordance with our terms, the pay- 
ment date is entered in blue ink. When 
not discounted, it is entered in red ink. 
On the front of the card, all invoices 
not paid in accordance with our terms, 
are entered with the invoice date and 
the number of days payment is delayed, 
so that at a moment’s notice, we can 
determine the average number of days 
this customer has been slow in making 
payments to us. Space is also provided 
for mercantile credit ratings and the 
date of the first sale and terms. 

The visible card also carries a black 
and white tab, indicating that we have 
in our credit file information that has 
been accumulated through regular in- 
vestigations. Because of the fact that 
a very liberal discount is allowed on 
Portland Cement, we find that in many 
cases customers will avail themselves of 
discount on our products, but permit 
other obligations to remain unpaid. It 
is important for us to check up on this 
type of customer, so their cards carry 
a blue tab. All accounts that are either 
slow, sold on sight draft, bill of lading 
or cash basis, are signaled by the use of 
a red tab. The use of a pink tab on 
our cards compels us, whenever an ac- 
count comes up for credit approval, to 
refer to the credit file and thoroughly 
check its past performance and present 
credit standing before further orders 
are approved. 

In the lower right hand corner of 
the front of the visible record card is a 
series of boxes labeled with the names 
of the months. If a customer buys 
from us on July Ist, 1930, we enter 
this sale in the space provided for the 
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date of the first sale and in the box 
labeled “‘July”, we put the figure “1”. 
Then on July 1st of each year, this cus- 
tomer’s account automatically comes 
up for revision. 

In order to make it possible to elim- 
inate accounts that are no longer active, 
a salttion colored tab is placed on the 
left hand side of the card to indi- 
cate an inactive account. At the end 
of each year, all accounts not sold for 
four, years are withdrawn. However, 
before the cards are taken out, each 
account is investigated through circu- 
larization of the salesman covering the 
territory, and with the information we 
have on hand, we may ascertain the 
reason for their not buying from us for 
the past four years. This procedure is 
in addition to the annual procedure on 
accounts that have not been sold during 
the previous year. This is done by the 
Credit Department and later by the 
Sales Department. 

It is necessary to emphasize at this 
point the principle that a credit de- 
partment is not fulfilling its prime eco- 
nomic function if it does not serve as a 
clearing house and focal point for mer- 
chandising ideas and plans. How fool- 
ish it is for any business organization 
to fail to get dividends from the busi- 
ness-building and merchandising pro- 
motion functions of its credit depart- 
ment. 

After the reason for our not selling 
the account has been determined, a 
regular form is filled out and furnished 
to the Sales Department for their fur- 
ther information. A copy of this re- 
port is also retained by the Credit De- 
partment so that if this customer 
should ever buy in the future we can 
again place the credit information we 
had originally obtained about him in 
our current file, as we consider this in- 
formation of great value. 

As the clerk delegated to post all in- 
voices on our visible card makes these 
postings, the credit rating established 
in the District Office is checked and if 


at any time an overshipment is made, 


we immediately get in touch with the 
District Office to determine from them 
their authority for making the ship- 
ment beyond the credit rating already 
established. In order that each District 
Office may be informed promptly of the 
standing of each of their accounts, since 
all Accounts Receivable are centralized 
at the Main Office, a daily summary is 
sent to them showing what each cus- 
tomer has paid. This, in many in- 
stances, gives them authority, by virtue 
of payment, to release further shipments 
to a customer. 

As an illustration: when the credit 
limit on an account has been reached, 
unless our district office has been prev- 
iously authorized to make further ship- 
ments to the customer, it gets in touch 
with the general office, either by tele- 
phone, telegraph or letter for further 
authorization. In the event approval 
is made by telephone, a form is filled in 
at the time the telephone order is be- 
ing authorized, as a confirmation of the 
request. If the order is approved by 
telegram, a copy of the telegram is re- 
tained in the credit file and each morn- 
ing, the previous day’s telephone and 
telegraphic authorizations are placed on 
the desks of those interested in pass- 
ing on these accounts. At the end of 
the month, we go over these authoriza- 
tions to determine whether it is pos- 
sible to increase these specific custom- 
ers’ credit limits and thus reduce the 
telephone and telegraph expense. 

It has been our custom to have some 
representative of the Credit Depart- 
ment call on our customers as often as 
possible and become acquainted with 
them for we feel that this gives us a 
better picture of the customer and en- 
ables us to handle a transaction more 
promptly. Whenever a call is made by 
the Credit Department, the Credit De- 
partment associate makes a complete 
detailed report of his call on a special 
form. A copy of this report is sent to 
the saleman covering the territory and 
to the District Office. The original is 

(Continued on page 50) 
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Boston 


welcomes the 


N.A.C.M. 


the city famous throughout 
history for its contribution to 
our democracy and progress 
becomes host to the 1931 
convention of the association 


CITY OF BOSTON 


e mens OFFICE OF THE MAYOR 


CITY HALL 





JAMES M. CURLEY 
Mayor 


The extraordinary compliment which the NATION 
ASSOCIATION OF CREDITMEN and THE ROBEST MORRIS 


THE GOVERNOR 


THE COMMONWEALTH OF MASSACHUSETTS 
EXECUTIVE DEPARTMENT 
STATE HOUSE, BOSTCN 


Mr. Frank S. Hughes, Vice Pres. 

National Association of Credit Men 

Federal Reserve Bank er 
Boston, Mass. be a 


My dear Mr. Hughes: 


The very fine compliment which the National Associa- 
tion of Credit Men and The Robert Morris Associates have 
paid Boston in selecting this city for its 36th Annual 
Convention at the Hotel Statler, commencing the week of 
June 22nd, 1931, affords me great pleasure. 


Your Associations are comprised of a group of out- 
standing and forward-looking men, who are contributing 
their full share to the prosperity of American business 
and banking, and the City of Boston and State of Massa- 
chusetts are delighted at the anticipation of entertain- 
ing your delegates and guests, and I believe that they 
will be more than satisfied with the welcome they will 
receive while here. 


There are few cities that possess the facilities 
and advantages for a gathering of this kind. 


Boston is one of the largest cities in the East,and 
it is a recognized center of art, drama and music, as 
well as an ideal place for those on recreation bent. 


Our State is rich in scenic attractions and historic 
traditions, among them being Cape Cod, the North Shore, 
and many shrines of Revolutionary fame. 


You have my sincerest assurance of a whole-hearted 
reception and welcome within our borders, and I will do 
all that I can to make the event a very pleasurable one 
for all who come. 


Sincerely yours, 


eft 1b bo 


J From June 22-26, modern Boston will 

offer National Association of Credit 
Men delegates as many surprises as historic 
Boston. Here are many of the world’s 
greatest factories and industries. Here is 
the focal point of New England’s business. 


Here is the gateway to the great fishing 


ASSOCTI! v 3 centers of New England and the waters of 


has paid to Boston, in selecting it for its convention pro- 


ceedings in the year 1931, is one that ¢« 
representative of the city, more than ordinsry pleasure 


and satisfaction. 


If the mexnbers who so kindly selected this city 


the northeastern Atlantic. Boston is the 
threshold across which you can step into 


a vacation land of grandeur and beauty. 


have indulged in pleasurable anticipation of the visit, they 
may be sure that everything shall be done to see that their 
fondest hopes are realized. Boston, with a background of 
history, covering a period of three hundred years, has 
consistently and persistently advanced down to the present 
day; and while its history is a just ground of pride, 

it must not be forgotten that, in commerce end industry, 

it has equal ground for satisfaction, and looks toward the 
future with perfect confidence that the years that are to 
come, whether in the making of history, or in advmce in 

the arts, in the sciences, in industry and commerce, will 
compare favorably with any period in her history down to 

the present time. I think there is a peculiar fitness in 
the selection by this organization of Boston for its conven- 
tion, and this I hope and expeot the citizens of Poston 

may be eble to show in whet will be for them a too brief 
stay of the organization among us. 


I promise you a warm welcome and such a heartfelt 


reception as I am sure will make your visit an ever=growing 
Pleasant memory as time advances. 


Sincerely, 


Maine, New Hampshire and Vermont are 
less than an overnight ride away. Boston 
offers a colorful blending of the old and 
new, of the historic and modern, which 
will delight and please every convention 
delegate. Just as New England has given 
this country many of its greatest histor- 
ical events, many of its business and in- 
dustrial achievements, so is there every in- 
dication that Boston will give to the Na- 
tional Association of Credit Men in 1931 


the best convention of its history. 
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Plymouth Rock, 
shrine of all tourists 
for centuries past 


Old State House 
characteristic of the 
contrast of old to new 


Old South Meeting 
House which witnessed 
fate of hated tea tax 
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“Puritan Mother” 
commemorating the 
landing of Pilgrims 


(Below) Paul Revere 
House between houses 
built generations later 
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the life of the 
business may con- 
tinue as usual 
if protected by 
business insurance 





by L. G. SIMON 


President of the Life 
Underwriters Associa- 
tion of the City of 
New York 


ness has enhanced the importance 

of business leaders. Just as the loss 
of its commanding officers turns an 
army into an undisciplined hord, so the 
loss of the managerial brains of a busi- 
ness enterprise has a distinct depreciat- 
ing effect upon the organization. One 
of the major problems of modern man- 
agement has been to find a method of 
absorbing and minimizing this loss. Life 


|= increasing complexity of busi- 
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only humans 
need lose life 





no need to answer the call of 
Charon to cross the Styx in 
the wake of managerial leaders 


Insurance has provided a solution to 
this problem in the form of Business 
Insurance. 

Business Insurance is essentially life 
insurance applied to business needs. It 
is a mistake to believe that Business 
Insurance applies only to big business 
interests. By analogy, it is just as im- 
portant to the small concern as the 
$5,000 or $10,000 life insurance policy 
is to the laboring man’s widow. The 
majority of Business Insurance policies 
being written today are of comparative- 
ly small denomination, the average be- 


ing about $8,000. Practically every 
small storekeeper and owner of a mod- 
erate-sized wholesale or jobbing business 
isin real need of Business Insurance. 
Business Insurance is naturally of ma- 
jor importance to the large corporation. 
The president of a corporation is in- 
sured for the benefit of the corporation 
because of the fact that upon his death 
the corporation will be unable to re- 
place him quickly and the loss of his 
valuable services may mean a slackening 
up in every branch of the business and 
a resulting financial loss. This financial 
loss is absorbed by Business Insurance. 
Business Insurance is essential in 
both corporations and partnerships. 
It provides the money with which the 
(Continued on page $2) 































Street sign of a tea 
company, commanding 


in its quaintmess 
in spite of historic 


antiquity Boston is 
truly ultra-modern 
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nation-wide collection and sales conditions 


what they are at present 






the outlook for the near future 


REDIT anp Financial MANAGE- 

MENT Offers its fourteenth month- 

ly survey of Collections and Sales 
Conditions. This survey is based upon 
reports from 116 cities throughout the 
country that are trade centers for their 
surrounding areas. The reports are the 
results of the daily experience of the 
leading wholesaling and manufacturing 
concerns operating from these trading 
centers. The two questions “Are peo- 
ple buying?” and “Are they paying?”, 


® This is the fourteenth monthly report 
of Collection Conditions and Sales 
Conditions to be assembled and pub- 
lished by Credit and Financial 
Management. 


are perhaps the most direct and imme- 
diate reflection of daily business condi- 
tions in the country. 

These reports have been tabulated so 


that you may see at a glance how con. 
ditions are reported in various cities jp 
each State. You may also see at a glance 
what cities report a condition of “Good, 
Fair and Slow.” At the end of this sum. 
mary you will find valuable explana. 
tory comments that have been sent in 
to CREDIT AND FINANCIAL MANace- 
MENT. These additional comments may 
be pertinent to your interpretation of 
collection conditions and sales condj- 
tions in the cities listed. 




































State City Collections Sales State City 
Ala Birmingham Slow Slow Mich Jackson Slow Slow 
Montgomery Slow Slow Lansing Fair Fair 
Ariz. Phoenix Fair Fair Saginaw Fair Slow 
Ark Fort Smith Fair Fair Minn St. Paul Good Fair 
Cal. Los Angeles Fair Fair Mo. Kansas City Slow Slow 
Oakland Fair Fair St. Joseph Fair Fair 
San Diego Fair Fair St. Louis Slow Slow 
San Francisco Slow Slow Mont Billings Fair Fair 
Colo. Denver Fair Fair Great Falls Slow Fair 
Pueblo Fair Fair Helena Slow Fair 
Conn. Bridgeport Slow Slow Neb Omaha Fair Fair ; 
Hartford Fair Slow N. J Newark Fair Fair . 
New Haven Fair Fair N. Y Albany Fair Fair 
Waterbury Fair Fair Binghamton Fair Fair 
:< Washington Slow Fair Buffalo Fair Fair 
Fla. Miami Good Fair Elmira Fair Fair 
Tampa Fair Fair New York Fair Fair 
Ga. Atlanta Fair Fair Rochester Good Fair 
Macon Fair Fair ’ Syracuse Fair Fair 
Savannah Fair Fair Utica Fair Good 
Til. Galesburg Fair Fair No. Car. | Charlotte Fair Fair 
Peoria Fair Fair No. Dak. | Fargo Fair Fair 
Quincy Fair Fair Grand Forks Fair Fair 
Rockford Slow Slow Ohio Cincinnati Fair Fair 
Springfield Good Fair Cleveland Fair 
Ind. Evansville Slow Slow Columbus Slow Slow 
Fort Wayne Slow Slow Dayton Slow Fair 
Indianapolis Slow Fair Toledo Slow Slow 
South Bend Slow Slow Youngstown Slow Slow 
lowa Cedar Rapids Fair Fair Okla. Oklahoma City Slow Slow 
Davenport Fair Fair Tulsa Fair Fair 
Des Moines Fair Fair Ore. Portland Fair Fair 
Ottumwa Good Good Penn. Allentown Fair Fair 
Sioux City Fair Fair Altoona Slow Slow 
Waterloo Fair Fair Johnstown Slow Slow 
Kan. Wichita Fair Fair New Castle Slow Slow 
Ky. Lexington Fair Fair Philadelphia Fair Fair 
Louisville Fair Fair Scranton Fair Fair 
La. New Orleans Slow Slow Wilkes-Barre Slow Fair 
Shreveport Slow Slow Bl. Providence Slow Slow 
Md. Baltimore Fair Fair So. Dak. Sioux Falls Slow Fair 
Mass. Boston Fair Fair Tenn. Knoxville Fair Fair 
Springfield Slow Slow Memphis Slow Fair 
Worcester Fair Fair Nashville Slow Fair 
Mich. Detroit Fair Fair Tex Austin Fair Fair 
Flint Slow Slow Dallas Fair Fair 
Grand Rapids Fair Fair E] Paso Slow Fair 
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State City Collections Sales State City Collections Sales 
= ee ee ee ee ee ee ee 
) Tex. Ft. Worth Fair Slow Wash Tacoma Fair Fair 
Houston Fair Fair W.Va Bluefield Slow Fair 
San Antonio Slow Fair Charleston Fair Fair 
Utah Salt Lake City Fair Fair Clarksburg Slow Fair 
Va. Bristol Fair Fair Parkersburg Fair Fair 
Lynchburg Fair Fair Wheeling Slow Slow 
‘ Norfolk Fair Fair Williamson Slow Slow 
—_ Richmond Fair Fair Wis. Fond du Lac Slow Slow 
iL = Roanoke Fair Fair Green Bay Slow Slow 
pants Wash. Bellingham Slew Slow Milwaukee Fair Fair 
s00d, Spokane Fair Fair Oshkosh Slow Slow 
sum. 
lana. 
nt in 
TAGE- 
; may : ae 
pe == comments on collections and sales conditions © = 
ondi- 
COLORADO: Both collections and ing industries are slowing down, and from a mercantile standpoint. 
sales throughout the state of Colorado Sioux City reports an increase in mer- NEBRASKA: A decided improve- 
are reported as “Fair.”” Although the cantile failures. However, the recent ment has been noted in collections 
3 rating remains at “Fair” an improve- rains will tend to help farming condi- since March 15. Sales are very spotty. 
— ment in conditions is evident. tions. In the food lines, improved sales are 
re CONNECTICUT: Collections and LOUISIANA: Louisiana reports both _ reflected but in textile and general mer- 
Sales average from “Fair” to “Slow”. collections and sales as “Slow.” Col- chandise lines, sales continue very slow. 
; There has been a decided decrease in lections in New Orleans are not ex- NEW YORK: Many concerns 
. collections during the past month, and _ pected to show an improvement until throughout New York State report col- 
,; New Haven reports receivables out- the new crop in the fall. Sales in this lections and sales as “Fair.” However, 
standing as having increased 25% since city have fallen off this month. Shreve- most of these firms report that the im- 
} the first of the year. Sales have dropped port reports slow sales with an im- provement in sales for the first three 
| off at an alarming rate in all the provement in some lines but as a whole, months of this year has been followed 
: ; leading industries, particularly brass and the situation continues unfavorable by a slight drop in April. 
; | copper and hardware. OKLAHOMA: Col- 
The number of working lections have shown a 
hours has been constant- — changes since last month == _ slight improvement over 
' ly decreasing since March last month with fewer 
é' 1. Waterbury reports that State oo oe Sales failures during the past 
California Oaklan Slow to Fair Slow to Fair : 
. some of the manufactur- San Diego Slow to Fair Good to Fair thirty days. Sales eg 
; ing industries have cut San Francisco Fair to Slow Fair to Slow smaller than in 1930, 
down time of employees psnitnes a Haven —_ - ~ Good to Fair but are improving. 
Dist. of Col. ashington air to Slow 
d from four to three days Florida Miami ‘icateaitiie RHODE ISLAND: 
per week. Although Illinois Peoria Slow to Fair Slow to Fair Conditions in this state 
, more orders have been Springfield Slow to Good Slow to Fair are reported as slow and 
r ; a Indiana Evansville Fair to Slow ; 7 
received during the past Fort Wayne Fair to Slow Fair to Slow no improvement is ex- 
month, the working re ' _ to — Fair to Slow pected until summer 
: Iowa oines Slow to Fair 
: hours have not been in- aie ccna. Weiineituns resorts open the latter 
. creased. The report states Louisiana New Orleans _ Fair to Slow Fair to Slow part of May. 
é that conditions are “‘dis- Massachusetts Springfield Fair to Slow Fair to Slow TEXAS: The Secre- 
wry i Michigan Flint Fair to Slow Fair to Slow e t F Worth 
v couragingly slow. Jackson Fair to Slow ary at rort : orth re- 
y FLORIDA: Collec- Lansing Slow to Fair Slow to Fair ports, “Conditions as a 
: ‘ ae oa Saginaw Slow to Fair 
, " 
tions in Miami are re asin rg See eaaod whole appear about on a 
} ported Good for the Stiaeneal Kansas City Fair to Slow level with last month. 
third month, although 00 ew _ to oe . We anticipate some im- 
v Nebraska maha Slow to Fair Slow to Fair 
: sales have dropped to New York Elmira Send adie provement no w that 
. their former rating of Utica Fair to Good good rains are reported 
“Fair.” The winter sea- Ohio Columbus Fair to Slow ' throughout the State, 
E h : Dayton Fair to Slow Slow to Fair re : 
j =m Res ended but condi- Pennsylvania Scranton Slow to Fair Slow to Fair and the East Texas Oil 
, tions are holding up Rhode Island Providence Fair to Slow Field is getting a good 
"a very well. Tennessee Memphis Fair to Slow play.” Austin, Texas, 
he Nashville Fair to Slow Y 
; IOWA: Conditions Texas Austin Good to Fair reports a steady increase 
r throughout Towa seem EI Paso Slow to Fair in both collections and 
. se he h d Fort Worth Slow to Fair 1 Sal in Dall 
0 on the upwar Utah Salt Lake City Slow to Fair Slow to Fair Sales. a - in allas 
r trend. Collections have Virginia Roanoke Slow to Fair Slow to Fair showed an increase for 
r shown a decided im- West Virginia Clarksburg Fair to Slow ; April due to the Easter 
r Parkersburg Slow to Fair 
r provement. Manufactur- Wisconsin Green Bay Fair to Slow Fair to Slow season. 

















TIME 


CHICAGO . NEW YORK 


Dear Subscriber: 


month's collection letter’’ 


CIRCULATION DEPARTMENT 
Roy E Larsen, Menager 
30 Bast ind Street 


Our accounting department does solemnly affirm, 
maintain and assert that you owe us one dollar. 


; We hate to get excited about one doller. We 
Qlso dislike the usua) “collection letter" which bursts 
into tears in the first paragraph and yells for the law 


in the second. 


: Trouble is though that you and 999 other sub- 
scribers, all holding out one dollar, leave us $1000.00 


in the hole, 


It is this little problem in elementary 


Srithmetic that shakes cur faith in humanity. 


So (to quote from an esteemed contemporary) 
won't you “obey that impulee” and send us your check 
for one dollar, for in this case procrastination is 


‘gertainly the thief of TIME. 


@ The letter reproduced above asks 
for only a dollar. We feel sure that 
this letter would bring in payments of 
much larger sums of money. The let- 
ter, which is reproduced by permission 
of the circulation department of the 
weekly publication, Time, is such a 
fine example of how to get the money 
without losing the customer, that it 
has been chosen as “This Month’s Col- 
lection Letter.” 


The letter has unusually fine conti- 


CIRCULATION MANAGER 


and clinches the argument by an ending 
which “clicks” and makes payment al- 
most a pleasurable performance. 

The tone of the letter, while spright- 
ly, is not facetious. The second para- 
graph gives an interesting commentary 
on collection letters as they should not 
be. “Bursting into tears” and “yelling 
for the law” are certainly two of the 
major faults of collection-letter writ- 
ing. 

While this letter may not fit the 

























We present our ninth “This 
Month's Collection Letter”. 
It is unique and effective and 
an example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out 
is greatly underestimated. 
There is no short cut to profits 
as certain as collection letters 


that do their job. 


Send us your best and favor- 
ite collection letter for our 
“collection of collection let- 
ters’ which we are gathering 
and which will later be pre- 
sented to readers of CREDIT 
and FINANCIAL MAN- 
AGEMENT. 


needs of the average mercantile col- 
lection department, yet its style and 
form may be followed with profitable 
results in increased collections and cus- 


‘tomer good will. 


nuity of thought and expression. It CREDIT and FINANCIAL MANAGEMENT...... MAY, 1931 


leads the reader gently but firmly along 






‘\purroughs 


ELECTRIC CALCULATOR 









10 Column Capacity 
List Price 


*300 


Delivered U.S.A. 


More Production Per Operator 


Electric operation and a light, uniform touch 
for all keys provide speed and ease that 
result in an increased output for each indi- 
vidual operator. Let us demonstrate the 


ol Burroughs Electric Calculator on your own work. 


and 


ible 
a ee Burroughs Adding Machine Co., 6255 Second Blvd., Detroit, Mich. 


al : ADDING : BOOKKEEPING : CALCULATING AND BILLING MACHINES 
nf 
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Economic Adjustment Policy 

The Equitable Life Assurance Soci- 
ety has recently brought out a new 
low-rate policy, known as the Eco- 
nomic Adjustment Policy, which is de- 
signed to meet the need for life insur- 
ance protection at a time of decreased 
buying power. 

“We found the public in great need 
of life insurance for family and busi- 
ness protection at a time when reduced 
incomes called for a careful spreading 
of expenditures,” said Thomas I. Park- 
inson, president of the Equitable, when 
describing the new policy. 

“The Economic Adjustment Policy, 
extends to the individual a maximum 
of permanent insurance for a minimum 
of premium deposits during the first 
five or ten years, and, if his financial 
situation has not improved in that time, 
even makes it possible for him to stay 
insured for his entire lifetime at the 
original premium level. 

“At either the five or ten year period, 
the insured may utilize an adjustment 
whole life premium option. If, on the 
other hand, the policyholder should find 
himself financially unable to assume the 
increase involved, he may continue at 
the original premiums until he is 60 
years old, at which point three more 
adjustment options are offered, two 
providing for the. still further exten- 
sion of the original premiums and a 
third for conversion to the whole life 
plan at an increased premium. 


| 


NS 


URANCE DIGEST 









As the credit executive is in closer contact with 


the insurance field than any other business man 
excepting the insurance man himself, the Insur- 
ance Digest has been inaugurated to fill the 
need of the credit fraternity for insurance news 
and information. 


“The policy will be written on stand- 
ard risks only between the ages of 21 
and 54 years for a2 minimum amount 
of $2,500. The new contract will en- 
joy participation in the Society’s divi- 
dend earnings and will have loan, cash 
and other surrender values.” 


A Billion and a Half 


In Insurance Trusts 

A country-wide survey of the aggre- 
gate amount of life insurance policies 
deposited during the year 1930 with 
banks and trust companies as trustees 
under insurance trust agreements, indi- 
cates that a total of around $1,500,- 
000,000 was so placed. In 1929, the 
amount was $1,200,000,000, which 
means that during less than a decade in 
which this fiduciary relationship has 
been in existence, some four billions of 
insurance has found custody in trust 
companies. The reason for this great 
growth is the increasing importance be- 
ing given to business life insurance as 
a means of conserving assets of business 
organizations, especially in partnerships; 
of financing stock purchase plans by 
surviving stockholders; for protecting 
bond issues in cases where death of a 
manager may have serious conse- 
quences. There is now $108,500,000,- 
000 of life insurance in force, thus pre- 
senting an unlimited field of expansion 
for trust service. 


Fire Risks and Fire Losses 

At the present time, the aggregate 
of fire risks carried by all the compa- 
nies doing business in the United States 
approximates 201 billions of dollars, 
according to an inquiry made under 
the direction of Ernest Sturm, chair- 
man of the boards of the America Fore 
group of insurance companies. 

The figure of 201 billion dollars cov- 
ers all kinds of building and commodity 
fire risks carried by insurance compa- 
nies and represents about 59 per cent. 
of the national wealth. 


A striking feature of the survey is 
that it shows the current total of 201 
billion dollars as compared with 150 
billion dollars in 1920 and only 54 
billions in 1910. The increase between 
1910 and 1920 amounted to 177 per 
cent. and that from 1920 to 1930 to 
some 34 per cent. 


Fire losses in the United States during 
March totaled $44,074,362, which was 
an increase of $1,109,970 over the fig- 
ure for March, 1930, according to the 
National Board of Fire Underwriters. 
This was likewise an increase of $2,- 
298,311, as compared with February of 
this year and slightly under the total 
for January. The total fire loss for the 
first three months is $129,940,862, as 


. compared with $127,515,367, for the 


first quarter of 1930, an increase in ex- 
cess of $2,400,000. 
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STRENGTH IS SAFETY! 






















$24,000,000.00 


Net Surplus 
$37,491,905.53 
(Accumulated over 78 Years) 
Surplus to Policyholders 
$61,491 ,905.53 






HE world’s most powerful Turbo-generators now in use have a 
capacity of 160,000 kilowatts. These gigantic units which are 
the last word in modern machinery supply light and power for 


Additional Funds commercial and household uses — serving the public diligently 
$40,721 ,992.00 h h h d d ich 
iniatatitinmataaeiaiads throughout the day and night. 
Reserved “The Home of New York” a financially strong stock company 
for Miscellaneous Accounts, Taxes, Dividends and ° ° ° e 
Other Obligations with its conservative investments and sound management has 


$14,682,227.71 weathered the storms of conflagration and business depression. 


i This financial strength is supplemented by a service to policy- 
current balances able when due 
$116,896,195.94 holders that has earned for the company a reputation for the prompt 


and fair settlement of all losses. 


= — INSURANCE EW O K 
THE HOME COMPANY N y R 
ORGANIZED 1853 WILFRED KURTH, President 
59 MAIDEN LANE 





Strength « » Reputation « » Service 
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the business thermometer 
(Continued from page 9) 


loadings is offered in the La Salle Busi- 
ness Bulletin which says that “the 
movement of consumers goods to mar- 
ket is lagging, although several other 
classes of freight make a better show- 
ing. These may be the forerunner of 
increase in total loadings which will be- 
come evident in the near future.” 


CASH VS. CREDIT: The chart on this 
topic, which accompanies this article is 
based on a survey conducted by the 
Department of Commerce. It is worth 
a close reading for it reveals that cash 
sales make up less than half of the total 
in such lines as department stores, men’s 
and women’s apparel, jewelry, electrical 
appliances, and furniture stores. Wo- 
men’s specialties show the least depend- 
ence on instalment business while fur- 
niture, not at all surprisingly, reveals 
$8.9 per cent. of total sales on a pay- 
as-you-use basis. 

This study covers records of 24 cities 
and over 500 individual stores, in which 
net sales totaled $561,000,000 for six 
months. The ratio of bad debts to total 
sales was 3/10 of 1 per cent. for both 


charge and instalment accounts in all 
the stores studied. 


MONEY RATES: Over the period of 
the past eighteen months, or since the 
fall of 1929, money rates have been 
falling with little interruption and at 
the start of this year were at low levels 
seldom reached in past years. Cheap 
money has rarely failed to start busi- 
ness activity and the present low rates 
are viewed as a favorable sign in this 
regard. A complete exposition of this 
theory is available in the March issue of 
CREDIT AND FINANCIAL MANAGEMENT 
in an article by Alvan T. Simonds. In 
effect he says that during the past fifty 
years, major swings in money rates have 
forecast accurately, months in advance, 
every major swing in business activity, 
i. e., fourteen upward swings including 
the 1929 boom, and fourteen downward 
swings including the 1930 depression. 
In fact, John G. Thompson, Simonds’ 
assistant, will shortly publish a book on 
these conclusions and their practical ap- 
plication. Charts of the Simonds’ the- 
ory are presented on another page along 
with two on money rates and one on 
money in circulation. 





Great American 
Insurance Company 


New Park 


INCORPORATED - 1872 


HOME OFFICE, 


One Liberty Street, 


NEW YORK CITY 


WESTERN DEPARTMENT, 310 S. Michigan Avenue, CHICAGO, ILL. 
PACIFIC DEPARTMENT, 233 Sansome Street, SAN FRANCISCO, CAL. 


POLICIES ISSUED TO COVER 


Fire, Lightning, Tornado, Windsterm, Hail, Explosion, Rents, Profits, 
Commissions, Automobiles, Motorcycles, Leasehold, Marine, War 
Risk, Hulls, Cargoes, Inland Marine, Inland Transportation, Floaters, 
Registered Mail, Mail Package, Tourist Baggage, Sprinkler Leakage, 
Use and Occupancy, Earthquake, Riot and Civil Commotion. 


AFFILIATED INSURANCE COMPANIES 


American Alliance Ins. Co. 


Massachusetts Fire & Marine Ins. Co. 


American National Fire Ins. Co. Mount Royal Assurance Co. (“621 


County Fire Insurance Co. 
Detroit Fire & Marine Ins. Co. 


North Carolina Home Ins. Co. 


Rochester American Insurance Co. 


Great American Indemnity Company 
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WHOLESALE PRICES: The expected 
seasonal upswing in sales throughout 
the country has materialized to some de- 
gree but increased volume has not 
brought increased profits. Profits are 
eked out with difficulty at a time of 
falling prices and price stabilization has 
not been fully achieved as yet. The An- 
nalist’s weekly index sank in April to 
the lowest mark in the seventeen years 
since the World War started. Brad- 
street’s wholesale index early in April 
showed a slight upward trend, which 
causes a raising of eyebrows only: be- 
cause for the past seventeen months, 
consecutive declines were noted. Pro- 
fessor Irving Fisher’s weekly index on 
April 25, using 1926 as a base year, was 
74. The week before, it was 74.6; two 
weeks before 75.2; and a month ago, 
75.6. This year’s highest average rose 
to 78.5 for the week ending January 3. 


Reports in the New York Times late 
in April stated that Crump’s index 
number of British commodity prices for 
the last week of April, based on 100 as 
the average for 1926, was 66.9, the 
same as the week before, and compar- 
ing with 67 two weeks before, 67 three 
weeks before and 67.1 four weeks be- 
fore. The average on Jan. 10, at 69.2, 
was the highest of the year to date; the 
average of March 14 and 21, at 66.8 
was the lowest. The highest average of 
1930 was 87.5, on Jan. 2; the 69.4 of 
Dec. 27 was the lowest. 


The index number of average Italian 
prices, compiled by the Chamber of 
Commerce at Milan and based on 100 
as the average of 1926, is 53.8, which 
compares with 54.1 a week ago, 54.3 
two weeks ago, 54.5 three weeks ago 
and 54.5 four weeks ago. The 55.8 
of Jan. 3 was the highest of the year 
to date; this week’s average is the low- 
est. The average of Jan. 2 at 69.9 was 
the highest of 1930; the 56.3 on De- 
cember 27 was the lowest. 


GENERAL: One of the developments 
of the past weeks that should be viewed 
with great interest is the limit placed 
by two of New York’s largest savings 
banks, the Bowery and the Seaman’s, on 
the amount of savings deposits to be ac- 
cepted during the first three months 
after the opening of a new account. 
Both institutions now refuse to accept 
more than $1,000 during that time. 
Previously the Bowery had placed the 
standard at $2,500 and the Seaman’s 
some time ago had set a $1,000 limit for 
that period. With the Bowery now 
falling in line, there may be like action 
on the part of other banks. The rea- 

(Continued on page 38) 
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REPLIES FROM LETTERS 


Mr. John Doe 
1722 Federal Street 
Mendota, Idaho 






































Dear Mr. Doe: 

On February boc received an order from you 

for washers” Within a few hours our shipping 
department was packing the merchandise. Before 

the day was over it was on its way to you, properly 
addressede On the following day an invoice was 
mailed for $17.82. 









Individuality 

That was sixty-three days ago. 

We carried out every part of our agreement, written, 

spoken and implied. The merchandise was right, the 

service was right and the price was right. 

Now, Mr. DoeyY it is up to youe If we receive this 

remittance fran you pramptly it will be used to pay 

others who in turn will use it to pay others. You 

can start the circulation of money and bef long 

we will have prosperity back again. We e done 

our part, will you send check for $17.82~ today? 

Your} truly, 
\ 
Personalized letters ata 
cent apiece, individually 
typed, introducing cus- 
tomers name, date, amount, 
etc., in the body of the 
letter, bring 72% replies 
average. Our users re- 
@ Ordinary efforts will not stimulate collections in these times. port as high as 90% re- 


Mechanical letters are impersonal— ineffective. The expense seilldalMaaades semen 


f : . . . Send for a survey 
of manually typed letters increases overhead. Sending sales- 


reporting \these and 
men on collections reduces their effectiveness. The answer is Tata ieta tt 
the “Autotypist”, which produces individually typewritten 


P ae . % ‘March Collection Letter Personalized.” 
letters in quantities at about a cent apiece... . If you 


are interested in learning what Autotypist users think American Pneumatic Typewriter Company 


of this collection method, write or send the coupon. 237 West Schiller Street, Chicago, Illinois. 


Gentlemen: Send me more information about 
the methods that increase replies from collec- 
tion letters. 


American 
Pneumatic Typewriter 
Company 


meee me eee ee we ee ee ee ee ee eee ees eee eee eee eee 
wee ee ee ee eee eee ee ee eee eee eee eee eee eee eee eeeees 
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237 West Schiller Street 
CHICAGO, ILLINOIS 
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the business thermometer 


(Continued from page 36) 


son for this action is the desire of both 
banks to exclude from savings deposit, 
funds not of a strictly savings nature. 
This move results from many corpora- 
tions and wealthy individuals placing 
their funds in savings banks to obtain 
the 4 and 41% per cent. return after 
the general fall in interest rates. 

A second fact worthy of note is the 
report by the Midland Bank of Cleve- 
land which shows that although net 
earnings of leading industrial concerns 
in 1930 were the smallest since 1924, 
dividend payments by these companies 
established a new high record. Of net 
income for the period, 99.1 per cent. 
was disbursed as dividends contrasted 
with an eleven year average of 66.5 per 


cent. With the exception of 1921, no 
other year since 1920 approaches this 
figure as the accompanying table 
shows: 
Per Cent. 
EE ee 54.6 
| PR ae 121.7 
5 Mm a 60.2 
EID. --\:c6- my cola Sot MOMMGEMG bik we loves oe lava 55.8 
Se ee 62.1 
“RRS, SP ae 55.1 
OE eh kis cid WS raion 60.7 
Bei snag tty OM ogo rears 74.4 
ae tM eae a i he 63.5 
aa rk A Ie ead a 61.4 
RS Ge ioe olor Oe peta kaha hig 99.1 
ee ae 66.5 


With those figures in mind, we can 
smile a bit after reading the latest re- 
port of the U. S. Employment Service 
for it tells us that some improvements 
in employment occurred during March. 
Operating schedules increased somewhat 
in several major industries and addi- 
tional workers were engaged in some 
instances. 

“The upward trend previously re- 
ported in the iron and steel industry 
continued, but operations in many of 
the mills remained below those usually 
in effect at this time of the year. While 
additional help was engaged in quite a 
number of these establishments, a large 
surplus of this class of labor prevailed. 
Production in the automobile industry 
was stepped up and some of these plants 
worked on close to normal schedules. 
This increase in operations resulted in 
the recalling of quite a number of men 
who had been on furlough for some 
time past. The improvement in the 
automobile industry was reflected to 
some degree in several of the larger es- 
tablishments manufacturing rubber 
tires, which reported some increase in 


tailed schedules predominated, and 
many of these laborers were idle; how- 
ever, there was some improvement in 
this industry, more particularly appar- 
ent in the New England States. Plants 
producing boots and shoes operated on 
fairly satisfactory schedules in most in- 
stances and quite a number reported an 
increase in their forces engaged. This 
was attributed in part to the seasonal 
demand for spring and summer foot- 
wear, and a decrease in activity is ex- 
pected as soon as this demand has been 
met. 
“Work has been started in many 
States on the 1931 highway-construc- 
tion programs, and a large number of 
men were absorbed on these projects, 
with every indication that there will be 
a further increase in forces during April. 
An increase in building was noted, but 
there were still large surpluses of these 
craftsmen in some localities. Munici- 
pal improvements and heavy construc- 
tion projects will soon be offering em- 
ployment to many men. There was a 
steady increase in the demand for agri- 
cultural help, which will continue 
throughout April. With better weather 
assured in practically every section of 
the country as we enter the spring 
period, an increase in the demands for 
all classes of outdoor laborers will na- 
turally follow, which will do much to 
alleviate the unemployment that has 
prevailed throughout the winter 
months.” 


center door-knob diplomat 
(Continued from page 11) 


department does not operate on one- 
sided principles. It is always ready to 
co-operate with American firms and or- 
ganizations in the development of com- 
mercial projects mutually advantageous 
to the two countries.” 

Probably the biggest and most dis- 
concerting “if” in international com- 
merce and business is the “if” in tariff. 
The psychology of viewpoint is almost 
as important as the factuality of figures 
—and is, in a great many cases, more 
relevant to international harmony than 
figures. The tariff question that I put 
to the Ambassador was, “Is there any 
substantial change taking place in the 
English viewpoint concerning the tariff 
and will the adoption of high and pro- 
tective tariffs by other countries make 
it necessary for England to revise its 
present tariff program?” 

Although it is not directly in his 


province as a permanent official of the 
Crown to discuss matters of fiscal pol. 
icy, Sir Ronald said: “Discussions as to 
the fiscal policy of the government in 
power lie outside the realm of the perm. 
anent officials of the Crown. There js 
evidence, however, that the increasingly 
high level of tariffs in other countries js 
adversely affecting British export trade, 
Consequently a feeling exists in manu. 
facturing circles that British industry 
cannot long remain out of line with its 
foreign competitors in regard to tariff 
protection. British industry would no 
doubt prefer a general scaling down of 
foreign tariffs to the low level of those 
obtaining in England so that commerce 
could flow more freely all over the 
world. Failing this ideal, it is com- 
prehensible that agitation should arise 
in industrial circles for the same degree 
of tariff protection for British manv- 
facturers as that afforded to industry 
in those countries whose industrial sys- 
tem is based upon a high tariff policy.” 

We discussed the importance of in- 
ternational goodwill and I wanted to 
know what events and circumstances 
during the past year have been most 
productive in promoting goodwill be- 
tween Great Britain and the United 
States. The gist of the Ambassador’s 
interpretation is that, “the past year 
has been one of world depression in 
commerce in which Great Britain has 
suffered acutely. The underlying 
causes are mainly international, and the 
co-operation between British and Amer- 
ican financiers and business men to meet 
the crisis is evidence of goodwill which 
should assist materially in solving the 
difficult problems now confronting us.” 


India came in for consideration dur- 
ing the interview and this question was 
asked: “Is the business and commercial 
system of India well enough developed 
for that country to be a good business 
risk without British backing?” 


“The commercial affairs of India do 
not come within the province of this 
Embassy to any appreciable extent. The 
system of modern commerce in that 
country, however, has been largely built 
upon British foundations and should 
therefore include the maintenance of 3 
high credit rating among its cardinal 
principles of operation.” 

From the answers already given it \s 
easy to discern the Ambassador’s “cen- 
ter door-knob” type of thinking. If the 
answer to a question is not specially in 
the province of his official position, Sit 


(Continued on page 41) 
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textile centers showed little change, cur- 
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Dominance in adjustments and collections throughout the 
United States is conceded to the Adjustment and Collection 
Bureaus of the National Association of Credit Men by 


business men of the country. 


Dominance—because the volume of business handled is in 
excess of that done by any other two collectien and adjust- 


ment organizations. 


Dominance—tbecause the adjustments and collections are 
handled by co-operative, non-profit-making bureaus organized 


and administered by credit executives for their own use and 


benefit. 


Dominance—bdecause these bureaus conform chenbanahe to 
the highest ethical and business standards for the prime pur- 


pose of “operating for service and not for profit.” 


This is the first in a series of advertisements that will prove 
the dominance of the 78 N. A. C. M. Adjustment and Col- 


lection Bureaus in bringing the money in to your business. 





Adjustment & Collection Bureaus Department 
National Association of Credit Men 
One Park Avenue... . New York 
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Stuart Resumes the Chase | 


THE NEMESIS OF AMERICAN’ BUSINESS. 
Stuart Chase. The Macmillan Co., N. Y. 
1931. 191 pp. $2.00. 

While Mr. Chase wanders far from his 
text in this book (thereby proving, per- 
haps, that he is a good preacher), there 
is scarcely a page in it that does not have 
some message for the business man, par- 
ticularly if the B. M. takes time off occa- 
sionally to think about people, habits, 
trends and _ possibilities. 

There are ten chapters, each of which 
was originally a magazine article. Six of 
them, including the one used as a title 
for the book, appeared in Harper’s; and 
one each in Fortune, The Nation, The 
Technology Review and The Saturday 
Review of Literature. 

The “nemesis” referred to is unem- 
ployment. Mr. Chase speaks out for a 
shortening of working hours as the only 
logical and final answer to technological 
unemployment. He cites four channels 
through which “regularization” may be 
approached: President Hoover’s Business 
Survey Conference; the trade associations; 
the industrial manufacturer or contractor; 
and the labor union. He says that we 
need better statistics on unemployment, 
and more action and less talk on long- 
swing construction programs. ; 

He is also strong for an unemployment 
reserve. ‘“‘As a certified accountant,” he 
says, “I have been examining corporation 
balance sheets for many years. Seldom do 
I find one without a ‘surplus’ account on 
the credit side, and frequently an appro- 
priated surplus, variously entitled ‘reserve 
for dividends,’ ‘reserve for depreciation,’ 
“reserve for bad debts,’ ‘reserve for ex- 
pansion.” But a ‘reserve for unemploy- 
ment’ I have never seen. The dividends 
and equities of stockholders have been 
protected by many ingenious devicese. It 
is time, and more than time, that the flesh 
and blood which provide them receive 
equal consideration.” 

In the chapter on “The Abuse of Capi- 
tal” Mr. Chase gives his formula for in- 
dustrial co-ordination. It must probably 
take, he says, the form of a domestic re- 
vision of the antitrust laws; an alliance 
between industry, trade association, and 
government to control investment (i. e. 
plant capacity) on the one hand, and to 
guard against unwarranted monopoly 


prices on the other; a universal system of | 


Minimum wages and guaranteed hours of 
labor to frighten off fly-by-night entre- 
preneurs and to stimulate purchasing 
power; and finally, and perhaps most im- 
portant of all, the setting up of a Na- 
tional Planning Board as a fact gatherer 
and in turn adviser to Congress, President, 
industry, trade union, banker, state gov- 





The Business Library is the window 
through which you may see the 
panorama of business progress and 








THIS MONTH'S BUSINESS 
BOOK 


POLICY AND ETHICS IN BUSINESS. Carl F. Taeusch. 
McGraw-Hill Book Co., Inc., N. Y. 1931. 624 pp. $5.00. 
As managing editor of the Harvard business 

Review and associate professor of business ethics 

in the Harvard Graduate School of Business 

Administration, Mr. Taeusch has had to deal 

with a varied and significant body of material 

in the field of ethical and other policies in busi- 
ness. 

Recalling the fact that standards of right 
or wrong for business were set first by the 
church and later by the law, the author makes 
the pertinent inquiry whether or not business 
in the United States has developed such a sense 
of responsibility that it may be trusted to set 
its own house in order. 

In searching for an answer to this question, 
Mr. Taeusch goes carefully into such matters 
as mergers, trade associations, full-line forcing, 
price maintenance and discrimination, trade 
policy, commercial bribery, contract cancella- 
tions, price-cutting and misrepresentations in 
advertising and selling. 

Unquestionably all of these are major prob- 
lems, entitled to more and keener study than 
they have received up until now. One reason 
for the lack of a vigorous attack on these prob- 
lems in the past doubtless lies in what the au- 
thor calls ‘methodological difficulties,”—chief 
of which is the absence of records that are com- 
parable with those that are available, for ex- 
ample, in legal research. 

Mr. Taeusch is vigorously critiial of the in- 
terference of law with business. And yet 
most of the evidence on which he bases his 
criticism had to be found in legal rather than 
business records. And, as the author makes 
clear, these records (the “law reports”) have 
furthermore been inextricably bound up with 
the rule of stare decisis, a rule which is the 
basis for much criticism against the law, and 
which has been regarded by students of busi- 
ness as incompatible with the most character- 
istic feature of business activity,—its dynamic 
character. 

To meet the lack of records, the Harvard 
Graduate School of Business Administration 
collected many cases of actual business conduct, 
in an attempt to provide the raw materials and 
foundation for a science of business. Reports 
on these cases have been published in the 
Harvard Business Reports, several of which have 
been reviewed on this page. Mr. Taeusch has 
drawn on these, and on reports of the Federal 
Trade Commission for his case material. The 
generalizations are his own. 

Mr. Taeusch has made a straightforward, 
scientific study of some of the most vital and 


| ‘far-reaching problems faced by American busi- 


ness today, and a careful consideration of his 
findings will unquestionably be beneficial to our 
business health. 
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Frank A. Fall, Litt. D. 


Director of Research 
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ernment, on every major economic under. 
taking in accordance with a master blue. 
print. 

The modern world is not, in Mr. Chase’s 
opinion, “led” at all. It simply flounders, 
If broad-visioned engineers had had the 
past century in charge, as co-directors, 
they would not have permitted the de- 
pletion of our forests at a rate four times 


} that of the annual growth; the exhaus- 


tion and erosion of soils, and the floods 
that follow after; violation of all the 
laws of geology in the exploitation of 


| petroleum pools; the present criss-cross 
} and duplication in our transportation sys- 
j tems; the neglect of cheaper waterways 


for the profitable exploitation of high cost 
railways; the jams, bottle necks and traf- 
fic tangles of metropolitan districts; the 
building of skyscrapers faster than the 
means to empty and fill them; the ¢ele- 
phantiasis of New York City at the ex- 


| pense of other ports; the cross-hauling of 


raw metals to Connecticut and finished 


| brass back to the West again; and, finally, 


the desecration of every highway in the 
country with millions of square feet of 


ii) cigarette, cosmetic and soap appeals, 


A Business Service Help 


MANUAL OF RETAIL TERMS. John W. Win- 
gate. Prentice-Hall, Inc., N. Y. 1931. 562 pp. 
$5.00. 


This is a new title in the “Retailing 


| Series,” the others being “Retail Credit 


Procedure” and “Store Management” by 
Dr. Norris A. Brisco, “Retail Buying” and 


| “Retail Receiving Practice” by Brisco and 


Wingate, “Principles of Retailing” by Dr. 
Brisco and a number of collaborators, and 


Mi “Retail Merchandising” by James L. Fri. 


In a brief Foreword, Channing E. 
Sweitzer, managing director of the Na- 
tional Retail Dry Goods Association, calls 


| attention to the fact that although re- 
iii tailing is one of our oldest forms of busi- 

| ness, its terms and definitions are perhaps 
| less standardized than those of any other 
i branch of commerce. 


New words and 
terms have been introduced and _ have 
spread throughout the field of retailing 


| without any real uniformity of interpreta- 


tion, 

Interchange of ideas and comparison of 
practices, says Dr. Sweitzer, call for a 
common language—standard terminology 
and a general agreement as to the mean- 
ing of terms used. Efforts directed to- 
ward the standardization of terms and 
definitions and the dissemination of this 
information should certainly be en- 
couraged. 

In arranging his material, Mr. Wingate 
uses chapter headings, under which the 
































































terms and definitions are grouped. These chapter 
headings are: marketing organization; general 


—== management; merchandising organization; mer- 
chandise classifications; retail buying; fashion 
merchandising; merchandise statement; expenses 
and net gain; merchandise control; sales pro- 
motion; advertising; store management; service 
to customers and sales transactions; packing 
and delivery; personnel administration and wage 
systems; employment; training; welfare; traf- 
fic, receiving, marking and storing; accounting; 
controller’s organization; credits and _ collec- 
tions; and agencies for retail research and educa- 
tion. 

Terms defined in the chapter on “Credits 
and Collections” (XXIII), include: accounts 
receivable office; aging accounts; analysis of ac- 
counts; attachment; authorization file; authori- 
zation of charge sales; bad-pay account; bank- 
ruptcy; billing clerk; bulletin service; carry- 
ing charges; closing an account; collection bu- 
reau; collection manager; collection percentage; 
complaint clerk; conditional sales contract; 
control bookkeeper; credit and collection de- 

c under. partment; credit application; credit bureau; 

ter blue. credit control; credit files; credit limit; de- 
ferred payment plan; delinquency percentage; 

» Chase's deposit account; dual billing and posting; flag- 
lounders, ging an account; floater; floor authorization; 
had the garnishment; good-pay account; house charge; 
directors, insolvency; instalment selling; ledger report; 
the de- limit on receivables; mercantile agency; mul- 
ur times tiple index; new account clerk; open account; 
exhaus- preauthorization; rating book; receivership; re- 
1€ floods fer desk; rejection percentage; repossession; 
all the skeleton billing; skip loss; slow-pay account; 
ation of split-platen billing and posting; stagger billing; 
riss-Cross stop order; suspense ledger; tally strip; tele- 
tion sys- phone authorization; ten-pay plan; time pay- 
aterways ment chart; tracing agency; tube room author- 
high cost ization; turnover of receivables; and unit bill- 
ind traf- ing and posting. 

cts; the 
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feet of 

als, Ronald so admits but does give a clear 


indication of the way he thinks on the 
subject. 

“What are the most important ad- 
vances made by business men of Great 


Help 





ae Britain during the past few years,” I 
next asked. 

v~ “The mobilization of man power and 
ont” ly industry during nearly five years of war 
ing” and impaired the general industrial structure 
by = of England. The efforts of industrial- 
sors, and ists since that time have largely been 
OL, Fri devoted to the reorganization of the 
rg By machinery of production and distribu- 
on, calle tion to meet the changed requirements 
ugh re- of post-war commerce. In spite of 
— great difficulties, especially those aris- 
ny other ing from the financial burdens of the 
- = war, splendid progress has been made in 
covailing the direction of rationalization and tech- 
terpreta- nical perfection. Large scale manufac- 
ve turing units such as the Imperial Chem- 
we ical Industries and the Lancashire Cot- 
minology ton Corporation have been built up 
oa which are fully capable of upholding 
an the prestige of British trade through- 
* = out the world. Commercial missions 
Wingate 

ich the 





CREDIT MANAGER 


of proven ability and capable of 
reducing your losses. Forty years 
of age, well educated, competent 
and energetic. Five years’ experi- 
ence as accountant, ten years as 
general credit manager for whole- 
sale house with annual volume of 
$1,500,000, which position I now 
hold. Well versed in credits, collec- 
tions and accounting. Seeking new 
connection offering substantial fu- 
ture. Full information and A-1l 
references gladly furnished. Ad- 
dress Box P.W. 27, Credit and Fi- 
nancial Management, One Park 
Avenue, New York, N. Y. 


sponsored by the government have gone 
forth to South America, to Egypt, and 
to the Far East demonstrating the eager- 
ness of the British manufacturers to 
meet the individual requirements of an 
amazing variety of customers. The 
government has further played its part 
by the organization of the British In- 
dustries Fair, a vast display of the qual- 
ity products of Great Britain which is 
held simultaneously in London and 
Birmingham in February each year, 
and to which come trade buyers from 
all corners of the earth.” 

The question is often expressed as to 
whether there is as much credit em- 
phasis and credit consciousness in for- 
eign countries as there is in the United 
States,—and particularly in England. I 
asked Sir Ronald, “Is there the same de- 
gree of credit consciousness and credit 
emphasis in England that there is in 
the United States?” 

“If credit consciousness means the 
realization of the sanctity of credit ob- 
ligations there is perhaps no other coun- 
try in the world in which a greater re- 
gard for its national credit exists. The 
record of Great Britain in this direction 
needs no emphasis. It is moreover an 
axiom with the British people that the 
creation of a high credit standing is a 
prime factor in the achievement of 
commercial success. There is not how- 
ever the same degree of consumer pur- 
chasing on credit in England as there 
is in the United States. This is prob- 
ably a matter of national psychology. 
Young nations naturally look more to 
the future and are more ready to sign 
mortgages upon it. The older coun- 
tries have had long experience of the 
uncertainties of the future and are gen- 
erally disposed to budget upon their 
visible assets. It is probably on this ac- 
count that there is still a feeling in 
England against the wide extension of 
consumer credit.” 


aac i la 
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ERE is every 

known type 
of File Signal... 
in 12 bright colors, 
variety of sizes and 
styles . . . for all 
visible index and 
card systems. 


For vertical 
card systems 


Designed for accurate, speedy 
work .. . to meet every demand 
for Credit, Follow-up, Collec- 
tions, Cost Data 
and other related 
routine matters. 


No. 20 Series 
Special Construction 
for BOOK and 
CARD VISIBLE 
INDEX SYSTEMS 


Recommended by most manufacturers of visible 
systems—because these signals are easily at- 
tached—cannot accidentally slip, or snap off— 
cannot catch edges of other cards or sheets in 


file. 





For visible 
card systems 


Furnished plain, or printed 
with days, months, alpha- 
bets and numerals. Made 
of durable, stainless steel. 
Grip tight. Give each 
color a meaning and facts, 
otherwise obscured, flash 
before your eyes for quick 
and accurate use. 
Free Samples—if your 

Stationer cannot supply you 


Tell us of your signal prob- 
lems. We can help you. 


THE H. C. COOK CO. 


17 Beaver St., Ansonia, Conn. 
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TOP 


check-cashing 


DELAYS 





Supply your salesmen with 
a United Hotel Credit Coin 


HE instant identification, 

which this free coin pro- 
vides, saves valuable minutes 
in getting checks cashed . . . 
and in checking out. A special 
system prevents any one from 
using this coin except the 
original owner. Make more 
of your salesmen’s time avail- 
able for calling. Write our 
Business Promotion Depart- 
ment at Niagara Falls, N. Y. 
for complete details and ap- 
plication blank. 


Save time in these 


24 UNITED CITIES 


NEW YORK CITy’s only United . . .. The Roosevelt 


PHILADELPHIA, PA....... The Benjamin Franklin 
EE, IRONS, 0 nv'nccssceencends The Olympic 
WORCESTER, MASS.........2+-+055 e Bancroft 
I CE wn espencnesese The Robert Treat 
PATERSON, N. J......- The Alexander Hamilton 
SE 0 K. 460ds0sescnseee The Stacy-Trent 
HARRISBURG, PA. ....+.+--000s The Penn-Harris 
Pe Oe, Cs snesebonsual The Ten Eyck 
I 86 WT, in ncn nocenenbs The Onondaga 
ee. ....sLecenecbane ie The Seneca 
NIAGARA FALLS, N.Y. ......ses000s The Niagara 
eer The Lawrence 
OE, Ds oso se v080scsnecceek The Portage 
NS See ee «+++. The Durant 
CU SE... vs0s0cseeses The President 
ES SESS El Conquistador 
SAN FRANCISCO, CAL. .......2.. The St. Francis 
SHREVEPORT, LA. ..... The Washington-Youree 
NEW ORLEANS, LA. ..........00. The Roosevelt 
NEW ORLEANS, LA. ..........250. The Bienville 
a The King Edward 
NIAGARA FALLS, ONT. .........++++ The Clifton 
WINDSOR, ONT. ........... The Prince Edward 


KINGSTON, JAMAICA, B.W.1.. The Constant Spring 


business ballast 
(Continued from page 13) 


stockholders when business is depressed. 

It is up to corporate directors to take 
the initiative in heightening consumer 
purchasing power at this time when 
there is a dearth of buyers, by liberally 
keeping up dividend disbursements. 

In discussing dividend philosophy 
from the investor’s viewpoint, Hastings 

Lyon, Columbia University authority 

on corporate finance, suggestively points 

out: “. . . the management of the en- 
terprise may not distribute to the stock- 
holders all of the earnings which are 
legally available for that purpose. To 
be sure, even though they are not dis- 
tributed they belong to him, and the 
management is simply investing in one 
manner or another, presumably in the 
business itself, for the benefit of the 
stockholder everything belonging to him 
that it does not distribute. The stock- 
holder will presumably get the benefit 
of this investment in future greater 
earnings. Here, however, we have our 
early problem of the creation of capital, 
the value of present as compared with 
future enjoyment. On that part of the 
| earnings available for distribution, 
| which are not in fact distributed, the 
_ stockholder is compelled to assume the 
risks of the future. He cannot evalu- 
ate so highly that part of the income 
legally available for him, which, how- 
ever, is not actually paid, as he can that 
which is in fact paid. So he values the 
stock, first, for the dividends which are 
actually paid, and, secondly, at a less 
value, for earnings legally available, 
| which in fact are carried to the surplus 
account. 

“Though the earnings are legally 
available, it may be that they are not 
practically so. It may be that a suc- 
cessful prosecution of the enterprise 
demands the commitment of additional 
capital and that present earnings could 
not be maintained without such further 
capital additions. Successful businesses 
are usually expanding and the expansion 
demanding more capital. It may be 
that even on these earnings withheld 
and invested for him without the 
stockholder’s volition the future earn- 
ings will be even greater than the pres- 
ent. From the investor’s viewpoint, 
nevertheless, it is not income to him, 
but an expectation of income, and a 
present expectation, however good, can- 
not have the same value as a present cer- 
tainty.” 








proved by adversity 
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Geographically they spread from Port- 
land, Maine, to Universal City, Cali- 
fornia. They serve employees of fac. 
tories, mills, stores, members of lodges, 
labor organizations, church parishes, em- 
ployees of cities, the states, the Federal 
government, etc., etc. This develop. 
ment may possibly best be illustrated 
by the two hundred and forty-five 
credit unions to which over forty thou- 
sand postal employees belong. I or- 
ganized the first credit union of this 
group seven years ago, with initial 
assets of eighteen dollars and fifty cents 
and a membership of twelve. The latest 
summary report from the office of the 
Postmaster General indicates that the 
forty thousand odd members of these 
credit unions have in them savings of 
more than three million dollars, and 
that they have, with their own money 
and under their own management, made 
already over a hundred thousand loans, 
aggregating in money more than twelve 
millions dollars! 


How have credit unions withstood 
the rigors of the hard times? To the 
best of my knowledge and belief not a 
single one of the credit unions we have 
organized has gone through the process 
of involuntary liquidation or been closed 
by a State Banking Department (under 
the supervision of which they all oper- 
ate). Not only that (and that is a 
most extraordinary record when one 
considers the bank casualties during the 
depression), but I know of no case 
where a surety company has been 
obliged to make good on a credit union 
treasurer's bond within the group of 
credit unions which have resulted from 
the efforts of the Credit Union National 
Extension Bureau. 


To cite a specific case:—eighteen 
months ago an industrial unit in Massa- 
chusetts within which a credit union had 
been operating for about a year, closed 
down in all departments. It has not 
yet reopened. There was no part-time 
work; no temporary layoff; no advance 
notice. The shut-down was announced 
at ten in the morning to take effect at 
five that afternoon. At that time the 
credit union had assets, (the savings of 
the employees of that company), of ten 
thousand dollars, eighty-two hundred 
of which was out on loan balances. 
Eighteen months later (during which 
no one of these credit union members 
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had so much as a single day’s employ- 
ment at this plant) the uncollected 
loan balance was less than eight hun- 
dred dollars! 

The credit unions have demonstrated 
and are demonstrating an extraordinary 
capacity to endure under conditions of 
extreme difficulty. 

Why, I wonder? Possibly because 
a credit union is a co-operative society 
of members, with no outside invested 
capital, managed by members who for 
the most part receive no compensation, 
each day performing homely but splen- 
did and personal service. There has not 
been a single run on a credit union re- 
ported during the depression and some 
of them now have an annual turnover 
of more than a million dollars! Why, 
I wonder? Because, possibly, there is 
no exploitation or possibility of exploita- 
tion in a credit union, properly organ- 
ized. There is something of the brother- 
hood of man in a credit union; its pri- 
mary job, I am beginning to believe, 
is to prove that the brotherhood of man 
is good business! 

Wouldn’t it be extraordinary if such 
is the fact? 

As we look about the world in time 
of international depression, it is hard 
to escape the notion which the credit 
unions personify—that man’s first in- 
terest is man; that no manifestation in 
économics can serve man individually 
when it loses sight of man collectively. 

The better world of to-morrow will 
understand this simple fact and, in the 

process of reshaping our economics to 
better adapt man’s collective effort to 
man’s collective good, we may find 
that the credit union has for us some 
simple, humble lessons of extraordinary 
value. 


highs and lows 


(Continued from page 17) 


to predict whether crops in the sections 
in which he is interested are likely to be 
normal, or whether through some freak 
of the weather, like a bad storm, an un- 
timely frost or a drought, they will be 
tuined. He will therefore know weeks 
ahead of time that collections in a par- 
ticular district will be slow because the 
weather has played tricks with the 
crops. This knowledge will also govern 
his policy of credit extension in this 
section. Another district may be de- 
pendent upon a large industry. But in- 
dustries are also vulnerable to the at- 
tacks of the elements. Storms destroy 
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property and throw men out of work. 

A knowledge of weather conditions 
may influence not only credits and col- 
lections, but also sales campaigns. For 
example, the credit executive of a firm 
manufacturing light summer clothing 
might discover from a study of weather 
maps that unusually warm weather was 
being enjoyed in certain sections of the 
country a little in advance of schedule. 
He would indicate to the Sales Depart- 
ment that this would be the moment to 
direct a sales campaign to this territory 
and take profitable advantage of the 
unusually favorable weather conditions. 
Conversely, indications of a belated 
summer and a cold spring would make 
that credit executive go to the head of 
the firm and suggest that production be 
curtailed and if possible, a slightly 
heavier garment manufactured. 

The credit executive will learn to 
pick out of the mass of weather data 
the facts which are most pertinent to 
him. He may find it helpful to con- 
struct his own personal weather map. 
He can use a large map of the United 
States and indicate on it by means of 
various colored tacks, storms or 
droughts which threaten damage to 
property and crops and consequent eco- 
nomic distress, unseasonable heat or 
cold waves, etc. 

Weather is an economic factor about 
which certainly too much has been said 
and too little done. It offers a valuable 
index to the credit executive who is 
willing to study the subject and forge 
for himself a precision instrument 
which will be exceedingly useful to 
him in his difficult job of credit analysis. 


the past writes the future 
(Continued from page 19) 


people have used up in some measure 
the stocks of clothing and other com- 
modities which they had accumulated 
during the flush period, buying picks up. 
Even if people spend no more dollars 
than before, the volume of goods moved 
becomes greater and production cannot 
continue at a level thirty-five per cent. 
below the peak if it is to meet the de- 
mand of consumers. This results in an 
increase in industrial activity. This, 
in turn, means increased employment 
both in manufactures and in the pro- 
duction of raw materials. Thus comes 
the first stage of the business revival. 
We have now entered upon that 
stage. With reduced retail prices and 
depleted inventories, production will 
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JOHN HANCOCK SERI. 


PARTNERSHIP 
CREDIT 


NASMUCH as the death of a 
partner automatically dis- 
solvesa partnership, creditorscan 
force their claims for settlement 
at once. When it is remembered 
that any partner is liable for all 
the debts of the partnership, it 
can be readily seen that a 
partner's dependents are vitally 
affected by such an occurrence. 


Business Life Insurance can 


be carried by the firm for the 


reinforcement of credit against 
such a situation. For further 
information regarding its uses 
address :— 


INQUIRY BUREAU 


Lire INSURANCE COMPANY 


or Boston, MASSACHUSETTS 
197 Clarendon St. Boston, Mass. 


Please send information on partnership 
credit 


c.M. 
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mount gradually throughout 1931. By 
December of this year the volume of in- 
dustrial output should be twenty-five 
per cent. larger, at least, than it was 
in December, 1930. According to the 
Federal Reserve index of physical out- 
put, productive activity had fallen from 
an average of 124 during the six months 
from April to September, 1929, to 82 
in December, 1930. A rise of one- 
fourth from that point would bring it 
to 103 at the close of this year. That 
would still be far from boom activity; 
in fact, it would be a full ten per cent. 
below normal. But it would make a 
great difference in the general psycho- 
logical state of the community. The 
mere fact that employment is picking 
up once more will make people more 
ready to buy goods, and will accelerate 
the recovery when once it is started. 

It will remove the doubts of investors, 
too, as to the soundness of corporations 
and as to the maintenance of dividends 
on their stocks. The result of this will 
be rising security prices in both the 
bond market and the stock market. 
Since everyone feels himself better off 
when securities are rising than when 
they are falling, this situation will fur- 
ther stimulate consumer buying, espe- 
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cially in durable luxury goods. 


What has been said here about the 
continued decline in manufactured 
products and in retail prices will raise 
a question as to the future of profits. 
But profits will be maintained at satis- 
factory levels even at these lower 
prices. An increase in production such 
as has been here suggested will give us 
an average industrial output for 1931 
just about equal to that of last year. 
The difference will be that while in 
1930 we experienced a gradual reduc- 
tion of output from 105 at the begin- 
ning of the year to $2 at the close; we 
shall, during 1931, have a rise from 82 
at the beginning of this year to 103 at 
its close. If this prediction is realized, 
profits will be better this year than they 
were last. 


For while prices have been moving 
downward, another set of readjustments 
has been taking place. Costs of produc- 
tion have been falling. This is in part 
due to the decline in raw materials 
which has already been described. The 
manufacturer began the year 1930 with 
the materials which had been purchased 
some months before the opening of that 
year. He entered this current year with 
inventories which were acquired prac- 
tically at the bottom of the price move. 
His labor costs, too, have declined ma- 
terially. This is not due so much to the 
reduction of wages, although there has 
been more of this than is generally be- 
lieved or than mere wage rates indicate; 
but rather to the great increase of the 
efficiency of labor and of management 
which has taken place during the last 
eighteen months and which is still con- 
tinuing. Overhead costs, too, have 
been drastically reduced, and commer- 
cial credit for the merchant and manu- 
facturer costs less. 


This set of readjustments in produc- 
tion costs places the manufacturer in 
a position where any increase in demand 
will at once call forth larger production 
without raising prices. The American 
manufacturer can make money at these 
prices, if only he can get volume. With 
the downward readjustments in costs, 
the economic balance of the business ma- 
chine has been restored and it can run 
at full speed on the new and lower price 
level. 

The history of industry during the 
decade of 1920 to 1929 furnishes a re- 
markable example of the manner in 
which costs are readjusted downward 
through increasing efficiency; and of 
how profits can be maintained in the 
face of falling prices. An example or 
two may reinforce this observation. 


The Flying Squadron 
and 


Economic Credit Council 


HERE are to date approximately 
1,000 members enrolled in the 
Squadron and Council. The names of 
those who enlisted since the last publi- 
cation of the list are given below: 


A. E. Reed, The W. S. Tyler Co., Cleve- 
land, Ohio. 

D. I. Robbins, Munns Brothers, Lexing- 
ton, Ky. 


SESE 


WINGS THAT ARE WON 


Members of the Flying Squadron and 
Economic Credit Council who have 
won their wings now total 235. 


J. H. J. Reinhard, Secretary, Lehigh 
Valley Ass’n. of Credit Men, Allentown, 
Pa. 

Reuben H. Bachman, 
Co., Allentown, Pa. 

Cc. O. Baker, Casey-Swasey Cigar Co., 
Fort Worth, Texas. 

E. G. Leihy, Blumauver-Frank Drug Co., 
Portland, Oregon. 

D. G. Wylie, Bloomington Limestone Co., 
Bloomington, Ind. 

A. Wagenfuehr, The 
tional Bank, St. Louis, Mo. 

W. J. Hubbard, Jr., Fletcher American 
National Bank, Indianapolis, Ind. 

J. G. Martin, E. C. Atkins & Co., In- 
dianapolis, Ind. 

F. J. Hamerin, Lilly Varnish Co., In- 
dianapolis, Ind. 

L. R. Booth, Ciba Company, Inc., New 
York City, N. Y. 

D. W. Cauley, The Cleveland Association 
of Credit Men, Cleveland, Ohio. 

Joseph Adler, Pacific Godman Shoe Co., 
San Francisco, Calif. 

E. C. Gayman, Sperry Flour Co., San 
Francisco, Calif. 

L. B. Koblitz, The Cleveland Builders 
Supply Co., Cleveland, Ohio. 

I. E. Stine, The A. R. Duncan Jr. Co., 
Cleveland, Ohio. 

W. J. Ederer, First City Trust & Savings 
Bank, Akron, Ohio. 

W. E. Rice, Graybar Electric Company, 
Cleveland, Ohio. 

Clay Herrick, The Guardian Trust Co., 
Cleveland, Ohio. 


J. H. L. Janson, The Cleveland Trust 
Co., Cleveland, Ohio. 


Floyd E. Shaw, Klauber-Wagenheim Co., 
San Diego, Calif. 

S. W. Murray, Westinghouse Electric 
Supply Co., Los Angeles, Calif. 


G. E. Miller, Rollins Hosiery Mills, Inc., 
Des Moines, Iowa. . 


H. B. Anderson, Samson Tire & Rubber 
Co., Los Angeles, Calif. 


Bee Automobile 


Boatmen’s Na- 


George J. Gruen, Gruen Watch Makers 
Guild, Cincinnati, Ohio. 

C. A. Wells, John S. Brittain Dry Goods 
Co., St. Joseph, Mo. 

Stanley R. Barker, Secretary, Syracuse 
Association of Credit Men, Syracuse, N. Y, 

F. A. Kreuzer, Muench-Kreuzer Candle 
Co. Inc., Syracuse, N. Y. 

S. M. Anderson, Neal & Hyde, Inc., Syra. 
cuse, N. Y. 

W. G. Marot, Morris Plan Co. of Syra- 
cuse, Syracuse, N. Y. 

Philip A. Smithling, 
Syracuse, N. Y. 

Charles W. Chesley, Charleston Electri- 
cal Supply Co., Inc., Charleston, W. Va. 

J. Edward Stilz, Kiefer-Stewart Co., In- 
dianapolis, Ind. 

R. B. Porter, First Trust & Deposit Co., 
Syracuse, N. Y. 

John A. Conway, Mack, Miller Candle 
Co., Syracuse, N. Y. 

Robert S. Merrill, A. E. Nettleton Co, 
Syracuse, N. Y. 

George A. Small, Smith & Caffrey Co., 
Syracuse, N. Y. 

J. F. Wood, Richmond Dry Goods Co., 
Inc., Richmond, Va. 

A. L. Sausen, Crane Company, St. Paul, 
Minn. 

Rubert Lindholm, Northwestern-Jobbers 
Credit Bureau, St. Paul, Minn. 

Edward Pfleger, O’Neil Oil Company, 
Milwaukee, Wis. 

Fred C. Meinhardt, Badger Radio Cor- 
poration, Milwaukee, Wis. 

W. E. Beamer, A. V. Love Dry Goods 
Co., Seattle, Wash. 

C. M. Bozwell, Simmons Hardware Co., 
Sioux City, Iowa. 

R. B. Comstock, Tolerton & Warfield 
Co., Sioux City, Iowa. 

J. J. Cook, Johnson Biscuit Co., Sioux 
City, Iowa. 

R. W. Dean, Firestone Tire & Rubber 
Co., Sioux City, Iowa. 

G. A. Junk, McKesson-More & Porter- 
field Co., Sioux City, Iowa. 

P. R. Puckett, Aalfs Paint & Glass Co., 
Sioux City, Iowa. 

L. L. Mason, R. H. Kyle & Co., Charles- 
ton, W. Va. 

W. O. Nice, Armour & Co., Duluth, 
Minn. 

S. W. Leaver, Inter-Mountain Electric 
Co., Salt Lake City, Utah. 

Howard F. Barker, 176 Ontario St. 
Providence, R. I. 

R. S. Thornton, 
Providence, R. I. 

Henry J. Becker, Narragansett Machine 
Co., Pawtucket, R. I. 

Edgar M. Docherty, Wm. C. Greene Co., 
Providence, R. I. 

Howard S. Hopkins, Belcher & Loomis 
Hardware Co., Providence, R. I. 
Harrison Howard, R. I. 
Sprinkler Co., Providence, R. I. 

Ernest I. Kilcup, Davol Rubber Co. 


Syracuse Herald, 


Geo. L. Claflin Co, 


Supply & 


* Providence, R. I. 


A. E. Richardson, Simmons Hardware 
Co., Sioux City, Iowa. 
Webster Earl Smith, Minneapolis, Mina. 
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The year 1929 marked the peak of 
profits for the ten-year period, yet the 
price level of industrial commodities 
(all commodities other than farm prod- 
ucts and food) averaged only 94. In 
1920, the price level had stood at 161. 
Profits in that year for all manufactures 
were only two-thirds as large as in 
1929. The answer to the puzzle is 
found in the fact that the volume of 
output had risen from an average of 87 
in 1920 to 119 in the latter year. Fac- 
tory payrolls, on the other hand, had 
fallen from 118 in the former year to 
107 in 1929. 

Still more striking, perhaps, is the 
fact that profits in the manufacturing 
industry for 1930 were fully as high as 
in 1920. Prices during 1930 averaged 
only 85 for finished products as against 
161 for 1920. But the production in- 
dex stood at 95 as against 87 in 1920, 
and pay rolls were down to 87, com- 
pared with 118 in the earlier year. It 
is clear that profits depend much more 
upon high efficiency and large output 
than upon high price levels. 

The final readjustment which is 
needed to restore prosperity must come 
in the cost of new capital. A thorough- 
going revival in business never comes 
until funds for long-time investment 
are abundant and cheap, that is, until 
you have an active and rising bond mar- 
ket. We have had three great bond 
markets in this country during the post- 
war period. The first came in 1921 and 
lasted until the beginning of 1923. An- 
other started in the spring of 1924 and 
ran through 1925. The third began 
early in 1927 and culminated in the 
spring of 1928. Everyone of these bond 
markets coincided with a great increase 
in business activity and helped bring 
about prosperity after a period of de- 
pression. 

At this time prosperity is hampered 
and the industrial machine of the world 
is sticking on dead center because we 
lack a market on which bonds can be 
sold in large volume at rising prices. 
Why is it necessary to have a good bond 
market in order to bring business re- 
vival? The greatest decline in industry 
has not been in the production of foods, 
and most of the other things which peo- 
ple buy to maintain their daily life. 
It has been most pronounced in those in- 
dustries that manufacture durable goods, 
—goods which require time in order 
to get their use out of them. They 
are houses, automobiles, machines, in- 
dustrial plants and the raw materials 
which are needed for the construction 
of these things, such as iron and steel, 

Copper, rubber and the other metals. 


“capital goods.” 


These are what the economist calls 
It is the production of 
this type of thing which gives rise to 
the demand for funds at your bank 
and in the bond market. When a man 
buys food and clothing for his family 
he commonly pays for these out of his 
current income; five-sixths of all his in- 
come will be spent for these things that 
are necessary to maintain his customary 
standard of living. But when he de- 
cides to build a house he does not pay 
for it out of the income which he re- 
ceives during the year in which he 
builds it. The average man will spend 
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Brink of 
Bankruptey 


You know what an irksome, unsatisfac- 
tory task it is to deal with debtors who 

insolvency. 
inadequate and ridicu- 


Ameriean Credit Insurance 


Policy-holders in this company do not need to ac- 
When they turn the case 
over to us, we seldom fail to raise the original offer! 
Furthermore, we save our policy-holders endless 
time, worry and work. 
efficiently organized and equipped to handle such 
We have had experience in almost every 
possible combination of circumstances. 


Credit Managers, why not avail yourselves of our 
experienced services, and at the same time fully 
protect your firm’s resources against abnormal, un- 
foreseen credit losses? Send for full particulars. 
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on a house about twice his annual in- 
come and about ten to fifteen years of 
his savings. Obviously, he cannot 
finance that out of his income; he must 
borrow capital to do it. Automobiles 
are in the same general category, al- 
though they are not as expensive rela- 
tively to his income as is his dwelling. 
The same is true of machines for fac- 
tories, locomotives and equipment for 
railroads, and electric light and power 
plant. In order that these may be built, 
someone must consent to save his in- 
come rather than spend it, and wait 
(Continued on page 47) 
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Collection Folders 


At the left are reproduced the last 
two in the series of six collection fold- 
ers sent out by the A. M. Davis Com- 
pany, two of which were reprinted in 
the April issue and the first two in 
the March issue. 

These are four-page folders, 3' 
inches x § inches. The third page of 
cach folder which carries the collection 
remind is also reproduced to show how 
well the tone of the drawings on the 
covers is carried out. 


Fighting Unfair Discounts 


As an aid in the fight against the 
practive of taking unearned discounts, 
the National Association of Credit Men 
has devised a new inclosure card to be 
used when 
checks. 

The message is printed in black ona 
green card, 5'/ x 3% inches, and reads 
as follows: 


THE MEANEST RACKET 


In every case of improper de- 
duction of discount, the seller has 
a definite obligation to return the 
payment offered. To condone the 
practice of taking unearned dis- 
count is to encourage cut-throat 
competition and lack of honesty 
in business dealings. 

Deduction of unearned discount 
is merely a form of short-payment, 
a petty graft which American 
business men should not tolerate. 


returning short-payment 


NATIONAL ASSOCIATION OF 
CreDItT MEN 
One Park Avenue New York City 


The use of this inclosure card will i 


’ 


enable a company to take a firm and’ 


consistent stand in the matter of un- 


fair discounts. 
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the past writes the future 
(Continued from page 45) 


for the future for his return. 

Now it is just these capital goods 
which we have not been producing dur- 
ing the past year. It is the workmen 
and the firms that have been engaged 
in this line of industry which have been 
unemployed. They will never revive 
thoroughly until there is an abundant 
supply of capital at cheap rates of inter- 
est. Such a bond market is now in the 
making and it will be strong and sus- 
tained during the remainder of the 
year. 

Several things have happened in the 
last year to spoil the capital market. 
The American people have saved enough 
so that we might have had a good bond 
market. A revival in the capital market 
was started in the spring of the year; 
but from June to September certain 
political occurrences in the world shook 
the faith of the investing public in for- 
eign bonds, at least. Peru, Bolivia, Ar- 
gentina and Brazil,—all had revolutions 
between June and October. The suc- 
cess of each one seemed to stimulate the 
next. Our people are heavy investors 
in South American bonds. Germany 
was unsettled both politically and finan- 
cially from July to December, and Aus- 
tralia was in financial difficulties. These 
developments greatly depreciated the 
quality of the credit of these nations 
for the time being at least. All of these 
nations needed capital with which to 
buy the materials needed for the con- 
struction of durable goods. 

This deterioration in the quality of 
credit of the world has been one of the 
causes which accentuated the price de- 
cline for commodities and the decrease 
in demand. The world stands most 
sorely in need today of events which 
will improve the quality of the credit 
which these nations and their citizens 
have to offer us. During recent weeks 
there is evidence at last that this im- 
provement has come. 

The other thing that happened to in- 
terfere with the bond market was the 
epidemic of bank failures that struck 
us in November and December. Pru- 
dence, and the desire for liquidity which 
came with it, led many banks to go out 
and sell their bonds. This resulted in a 
veritable panic in the bond market dur- 
ing December. As we get over the 
hesitation and suspicion caused by these 
occurrences, we will have a good bond 
market and a thorough business revival. 
We have reached the turning point in 
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bonds and it is reasonable to expect that 
the rise in bonds will continue from 
nine to twelve months. It would not 
be at all surprising if in that market 
first-rate bonds of the type which are 
included in the Dow-Jones index will 
see a level of prices higher than they 
reached in 1928. The same sort of 
forces are at work now in the bond 
market which were present in 1921, 
1924 and 1927. The Federal Reserve 
situation, which is always a guide to the 
future of the bond market, has seldom 
been easier in all its history. With the 
return flow of hoarded currency which 
will come when confidence is restored, 
the Reserve System will remain easy 
throughout the spring and summer. 
Gold is still being imported into the 
United States, and there is no prospect 
of a large demand upon the Reserve 
System before December. 


In this situation we are bound to 
develop a large demand for bonds. The 
bankers of the United States are not 
going to leave their credit balances ly- 
ing idle at the Federal Reserve for many 
weeks before they put them into use. 
They will do this by buying listed, sale- 
able bonds, and in my opinion they will 
make a profit on the operation. If 
what I have said about the outlook for 
business this year is true, banks will not 
have a tremendous demand for commer- 
cial funds. There will, however, be an 
increasing demand for funds with which 
to undertake the construction of dur- 
able goods. If that demand is supplied 
through the bond and mortgage mar- 
kets, the revival of activity in the con- 
struction of such goods will become pro- 
nounced and prosperity will be fully re- 
stored by the forces which have been 
here described. 


foreign traders meet in May 


HE National Foreign Trade Council 

will hold its eighteenth annual con- 
vention in New York City, from May 
27 to May 29, inclusive. There will be 
three General Sessions, at which ad- 
dresses by prominent foreign traders 
will be heard.. Among the speakers 
scheduled are James A. Farrell, presi- 
dent of the U. S. Steel Corporation, 
who will speak on “The World Trade 
Outlook” at the first General Session, 
Wednesday morning, May 27, and Vic- 
tor M. Cutter, president of the United 
Fruit Co., who will speak on “Our Re- 
lations with Latin America” at the 
Thursday morning General Session. 
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do not protection make... 


—for safe deposit vaults cannot 
permanently protect the writing 
upon credit records and other im- 
portant papers which they guard, 
from the dangerous, fading effects 
of moisture, heat, age and sunlight. 

But all writing in Higgins’ Eternal out- 
lives the paper on which it is used and is. 
forever legible and beautiful. 

It is the ink which your lawyer, your accountant 


or your banker will most probably recommend for 
your protection. 


CHAS. M. HIGGINS & CO., INC. 
271 Ninth Street Brooklyn, N. Y. 


Also makers of Higgins’ American Drawing Inks 
for Half a Century 
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JET BLACK - NEVER FADES- PROOF AGAINST CHEMICALS. 


For Steel Pens & Fountain Pens 





The Convention will also include six 
Group Sessions, at which the following 
topics will be discussed: Export Mer- 
chandising, Imports, Co-operation in 
Export Merchandising, Co-operation in 
Export Trade, Credits (in co-operation 
with the National Association of Credit 
Men), Export Advertising, and Foreign 
Trade Banking. 

Full details about the Convention 
may be had by writing to the National 
Foreign Trade Council, 1 Hanover 
Square, New York. 


protect the irreplaceable 
(Continued from page 21) 
Yet how many laymen would even 
think of such a fire hazard? The Chi- 
cago Board of Underwriters has stated 
the case succinctly: ‘There is no such 
thing as a Fireproof Building. A build- 
ing will resist damage to itself by fire 
from within or from an exposure accord- 
ing to the nature and application of the 
materials used in its construction. It 
is absurd to expect that a building 
which is built partly of fire resisting 
materials and partly of combustible 
materials and filled with combustible 
contents will not be materially injured 
both as to structure and contents when 
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subjected to high temperatures.” 


Record protection must be ap- 
proached as a specific problem. De- 
pendence cannot be placed on general 
measures to safeguard records against 
fire hazards. The degree of protection 
given various classes of records depends 
upon their relative importance and the 
ease with which they might be dupli- 
cated in the event of loss. No off hand 
statement or estimate can fully deter- 
mine relative record importance. Gen- 
erally we regard correspondence as a 
matter of lesser import. Yet even let- 
ters may have hidden values. Corre- 
spondence analysis, undertaken for 
other purposes, has sometimes revealed 
high cash value in certain letters, espe- 
cially in the settlement of controverted 
matters. 

The first step in record protection 
should be an analysis of fire hazards and 
a classification or grading of all rec- 
ords according to importance. The 
form of protection chosen should com- 
bine the maximum of fire resistance 
and convenience. In general, records 
are more or less constantly used every 
day. To locate records in a relatively 
inaccessible vault necessitating con- 
stant trafic to and fro might be sacri- 
ficing convenience for protection. 

Modern, well constructed vaults lo- 
cated where the danger of structural 
collapse of supporting members is not 
present, afford a high degree of pro- 
tection. But reliance should not be 
placed upon a storage closet simply be- 
cause it is called a “vault.” The doors 
and general construction of a vault de- 
termine its degree of fire resistance. If 
these are up to standard reasonable 
safety is present. If, as is frequently 
the case with so-called “office vaults,” 
there are minor structural deficiencies, 
the protective value is highly im- 
paired. Portable vaults are a modern 
adaptation which add convenience to 
vault protection. 

Insulated safes, with flexible inte- 
riors designed to suit. individual needs, 
are a very satisfactory method of pro- 
tection. These safes offer a guaranteed, 
pre-tested degree of fire and impact re- 
sistance which affords a margin of safety 
in even heavy fires. Insulated safes 
have shown a high average of effi- 
ciency in many of the worst fires of 
the last few years. The degree of fire 
resistance of this type of safe depends 
upon the efficiency of its insulation. 
Dry or bound moisture is the essential 
element of safety. This moisture, re- 
leased under conditions of high exter- 
nal temperature, maintains an inner 
temperature well below the degree of 


heat (approximately 470 F.) at which 
paper burns. Since all free moisture 
is usually pre-evaporated before the 
safes are offered for sale, the protective 
element remains more or less constant 
for a long period of time—generally 
estimated at around 50 years. 

Apart from fire, safes and containers 


YOU CAN GET 


two booklets on protection of 
records against loss by fire, by 
sending in your request for this 
valuable information to Credit 
and Financial Management, 


One Park Avenue, New York. 


are imperilled by falling—sometimes 
several floors—and by crushing from 
girders, beams and debris. A safe, to 
really protect its contents, must be 
able to withstand considerable impact 
without buckling or cracking to an ex- 
tent that would admit damaging heat. 
Reliable safes are pre-tested for impact 
resistance by specially developed “drop 
tests” which indicate the structural in- 
tegrity of the construction. 

Fire resistive safes, labelled to indi- 
cate the degree of fire and impact for 
which they have been tested, are used, 
not only because of their inherent pro- 
tective value but because, conveniently 
located, they make record protection 
accessible. Many records are destroyed 
because of the impossibility of getting 
them to a place of safety when fire 
breaks out during business hours. 
With fire resistive safes furnished each 
department and one employee in each 
department held responsible for the 
safety of all records, this risk is min- 
imized. Accessibility also minimizes 
the risk of papers left in desks at night 
because employees, hurrying home, do 
not want to take the time to carry 
them to a vault or other storage place. 

If floor space is very valuable, fire 
resistive safes may be had with doors 
that slide inside the safe. To guard 
against “forgetting”, safes have even 
been developed with a self-closing and 
locking device. When outside tem- 
perature rises above a certain degree, 
the doors of the safe automatically 
shut and lock. 

Since it is impractical to use safes 
for the protection of all records, insu- 
lated files have been developed for cor- 
respondence, legal documents, con- 


tracts, credit files, etc. These files 
offer the same efficiency as standard, 
uninsulated filing units, with the added 
feature of fire resistance. Uninsulated 
steel will not, of course, protect rec. 
ords against any save a very minor 
blaze. The cabinets, in themselves, are 
not combustible. But steel generates 
and absorbs heat. High inside temper- 
atures result. The contents may be 
entirely destroyed while the file re- 
mains intact. Insulated files are made 
in several styles, some embodying the 
same general principles of safe con- 
struction, others using asbestos and 
dead air space as an insulator. 


Visible indexes may also be had in 
fire resistant cabinets. Desks which are 
fire resistant may be had. The draw- 
ers of such desks are usually made up 
of fire resistant file units. There are 
various types of fire resistant ledger 
desks which give instant protection, on 
the spot, to ledger records. All of 
these desks are designed to facilitate 
work as well as to provide protection. 
They are an aid to efficiency as well as 
a safeguard. In addition to fire re- 
sistant qualities, ledger desks may be 
had with special construction features 
designed to protect against crushing 
from falling beams and to guard the 
contents against the possibility of 
water soaking. Fire resistant counter 
arrangements may be had in a variety 
of combinations. 


The question that management must 
solve is not “shall we protect our rec- 
ords” but “how many records shall we 
protect and what degree of protection 
shall we give them?” To these ques- 
tions there is no general answer. How- 
ever it might be pointed out that those 
firms which dominate the industrial 
world are, generally, the most careful 
about their records. 

Business demands of management 
that it show foresight. To provide 
against possible contingencies must be 
one test of good management. Record 
protective equipment should be thought 
of in the light of record insurance. 
The investment made in such equip- 
ment is essentially the same as the pay- 
ment of insurance premiums. No busi- 
ness would operate without fire insur- 
ance. No business should operate 
without record protection. The two 
items should be regarded as part of 4 
single program—the guarding against 
possible loss of profits and disruption 
of business through the chaos resulting 


from a disastrous fire. 
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STATEMENT OF THE OWNERSHIP, MANAGE- 
MENT, CIRCULATION, ETC., REQUIRED BY THE 
ACT OF CONGRESS OF AUGUST 24, 1912. 

Of CREDIT ano FINANCIAL MANAGEMENT, pub- 

lished monthly at New York, N. Y., for April 1, 1931. 

STATE OF NEW YORK, 

COUNTY OF NEW YORK, ss. 

Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared Chester H. McCall, 
who, having been duty sworn according to law, deposes 
and says that he is the editor and business manager 
of CREDIT anp FINANCIAL MANAGEMENT, and 
that the following is, to the best of his knowledge 
and belief, a true statement of the ownership, manage- 
ment (and if a daily paper, the circulation), etc., of 
the aforesaid publication for the date shown in the 
above caption, required by the Act of August 24, 1912, 
embodied in section 411, Postal Laws and Regulations, 
printed on the reverse of this form, to wit: 

1. That the names and addresses of the publisher, 
editor, managing editor, and business managers are: 
Publisher, National Association of Credit Men, 1 Park 
Avenue, New York City. Editor, Chester H. McCall, 
1 Park Avenue, New York City. Business Manager, 
Chester H. McCall, 1 Park Avenue, New York City. 

2. That the owner is: (If owned by a corporation, 
its name and address must be stated and also im- 
mediately thereunder the names and addresses of stock- 
holders owning or holding one per cent. or more of 
total amount of stock. If not owned by a corporation, 
the names and addresses of the individual owners must 
be given. If owned by a firm, company, or other un- 
incorporated concern, its mame and address, as well as 
those of each individual member, must be _ given.) 
National Association of Credit Men, a non-stock cor- 
poration with the following officers: William Fraser, 
J. P. Stevens Co., New York, President; E. Don Ross, 
Irwin-Hodson Co., Portland, Ore., Vice-Pres.; H. H. 
Heimann, Kawneer Co., Niles, Michigan, Vice-Pres.; 
F. S. Hughes, Federal Reserve Bank of Boston, Boston, 
Mass., Vice-Pres.; Stephen I. Miller, One Park Avenue, 
Executive Manager and Treasurer; W. S. Swingle, One 
Park Avenue, Asst. Treasurer. 

3. That the known bondholders, mortgagees, and 
other security holders owning or holding 1 per cent. or 
more of total amount of bonds, mortgages, or other 
securities are: (If there are none, so state.) None. 

4. That the two paragraphs next above, giving the 
names of the owners, stockholders, and security holders, 
if any, contain not only the list of stockholders and 
security holders as they appear upon the books of the 
company but also, in cases where the stockholder or 
security holder appears upon the books of the company 
as trustee or in any other fiduciary relation, the name 
of the person or corporation for whom such trustee is 
acting, is given; also that the said two paragraphs con- 
tain statements embracing affiant’s full knowledge and 
belief as to the circumstances and conditions under 
which stockholders and security holders who do not 
appear upon the books of the company as trustees, hold 
stock and securities in a capacity other than that of a 
bena fide owner; and this affiant has no reason to be- 
lieve that any other person, association, or corporation 
has any interest direct or indirect in the said stock, 
bonds, or other securities than as so stated by him. 

5. That the average number of copies of each issue 
of this publication sold or distributed, through the 
mails or otherwise, to paid subscribers during the six 
months preceding the date shown above is (This 
information is required from daily publications only). 

CHESTER H. McCALL, Editor. 

Sworn to and subscribed before me this 20th day of 

March, 1931. 





RUTH E. HOCTOR, 
(Seal ) Notary Public, Kings County 
Clerk’s No. 214, Reg. No. 2237 
Certificate filed in New York County, 
N. Y. Clerk’s No. 612, Reg. No. 2-4-404 
My commission expires March 30, 1932 





taken names and given 


numbers 
(Continued from page 25) 


was typewritten on the orders which 
were in every case unsigned. These ir- 
regularities, together with the fact that 
there was a reputable and long-estab- 
lished firm in the town which operated 
under the name of the Seven Springs 
Company made several of the manufac- 
turers suspicious. The N. A. C. M. 
Fraud Prevention Department was noti- 
fied and an investigation was started. 
The investigator assigned to the case 
found that the Seven Springs Trading 
Company store contained only a small 
amount of merchandise, and that the 
Proprietor, George C. Thomas, spent 
very little time there, usually leaving 
a clerk in charge. Thomas had been 





seen on several occasions taking large 
bundles of merchandise out of the store. 
As a result of the investigation, indict- 
ments were returned against George C. 
Thomas and Aeyoup S. Hatem, charg- 
ing both with conspiracy and use of the 
mails in a scheme to defraud. 

Thomas entered a plea of guilty in 
the U. S. District Court at Fayetteville, 
N. C., and was sentenced by Judge I. 
M. Meekins to 1 year and 1 day in the 
Federal penitentiary at Atlanta. Hatem 
failed to appear and a capias was issued 
for his arrest. 

Imagine a ramshackle frame building 
with the roof half off and the other half 
full of holes through which the rain 
dripped into the building! This, if you 
please, was the Concord Leder Store of 
Concord, North Carolina, base of oper- 
ations for George Romanus, one of the 
leaders of the similar name fraud group. 

The name of the enterprise would in- 
dicate that it was a retail establishment, 
but it was seldom open for business and 
very rarely sold anything. Orders for 
merchandise however were broadcast 
throughout the United States, beginning 
in May, 1928. When placing an order, 
the Concord Leder Store would refer 
to its rating in Commercial Agencies. 
These ratings listed the proprietor as 





. 


A. E. Nahir, a mythical individual. 

The ramshackle store with its high- 
sounding name aroused the suspicions 
of Fraud Investigator Cawley. Investi- 
gation disclosed that at no time did the 
store contain more than $100 worth of 
cheap merchandise. It was found, how- 
ever, that a great deal of merchandise 
was being received at the railroad depot 
consigned to the Concord Leder Store 
and from there was being réshipped. 

The investigations in this case led to 
various parts of the United States and 
representatives of the Fraud Prevention 
Department in various districts secured 
statements from merchants as to their 
reasons for extending credit to the Con- 
cord Leder Store and also financial state- 
ments and original correspondence from 
the fraudulent concern. As a result of 
these investigations, George Romanus 
was convicted during the month of 
April, 1930, on a charge of using the 
mails in a scheme to defraud and was 
later sentenced to a term of imprison- 
ment of one year and one day in the 
Atlanta Penitentiary. 

The similar name fraud in North 
Carolina was a good racket—while it 
lasted. But rackets as highly developed 
as this one can’t last long. They make 
crime too conspicuous. 
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Case INDIVIDUAL 


Einhorn Bros., Edward Einhorn 
254 Wallabout St., 
Brooklyn, N. Y. Louis Einhorn 
(Mfr. Parlor Suites & Joseph Einhorn 
Upholstered Furn.) 
Citron & Springer, Sol Citron 
580 - 8th Ave., 
New York City, N. Y. 
(Mfr. Coats & Suits) 














Louis Ferayorni, 

542 Broadway, 

Astoria, L. I. 
(Retail Meat Stores) 


Louis Ferayorni 


J. H. Jacques, 
72 Emerson St., 
Haverhill, Mass. 
(Jewelry) 


Donat Jacques 





Salim Mansour 


Rose Desjardin 





Abraham Goldstein, 
230 High St., 
Burlington, N. J. 
(Gen. Merchandise) 


Abraham Goldstein 





Cameron A. Miller, 
Pittsburgh, Pa 


Cameron A. Miller 


Fred L. Lieb, Arthur Weiler 
Ziegler, Ill. Fred L. Lieb 
(Drugs) 








Oscar Oates, 
Detroit, Michigan. 
(Retail Meats) 


Oscar Oates 










Oscar Blair, 
Van Lear, Kentucky. 
(Gen’l Mdse.) 


Oscar Blair 


addresses wanted 


BLACKWELL, ELIZABETH and LESTER, formerly 
Crown Drug Co., 14th and J. Sts., Sacramento, Calif. 

BORASI, JAMES, formerly operated as the Riveria 
Restaurant Co., at High and Clinton Aves., Newark, 
N. J. Last known residence address, Vineland, N. J. 

BROLITE LACQUER SUPPLY CO., also known as 
McGowns, 1301 Carondolet St., New Orleans, La. 

BURKE, C. M., formerly Hi-Way Garage, Fort Han- 
cock, Texas. 

CHIAPPAZZI, JOE, painter and decorator, formerly 
located at 1062 West 12th Street, Erie, Penna. 

DAVALOS, F., 632 N. Azusa, Azusa, Calif. In the 
shoe repairing business during October, 1928. 

FISHER, SAUL, started business in November last 
at Mt. Joy, Penna. Left Mt. Joy the day before 
Christmas of 1930. 

GUTTMAN, ADOLF, formerly 651 E. 180th St., New 
York City. 

H. & G. SHOE COMPANY, 2 Fifth Avenue, Brook- 
lyn, N. Y. Owners believed to be Hake & Green- 
baum. 

HAWLEY, WALLACE EARL, alias Wallace Earl or 
W. Earl; newspaper man, special edition specialty; 
former address 1419 Grand Avenue, Alemeda, Calif. 

HOHENSEE, ADOLPH, formerly Tampa, Florida. 

JOHNSON, W. A., Prop. Standard Radio, 164-03 
Northern Blvd., Flushing, N. Y. 

LARSON, A. O., Home Toggery, Mullan, Idaho. 

LEWIN, S., 6930 Haverford Avenue, Philadelphia. 

MILLER, B. T., painter and decorator, formerly 926 
Fernwood Avenue, Royal Oak, Michigan. 

NIERNBERGER, A. E., DDS., 6429 Evans Avenue, 
Chicago. 

OKO, NATHAN, Confectionery, formerly 2955 W. 
63rd St., Chicago, now believed to be in California. 

RAPOPORT, JOSEPH, formerly conducted business 
under the style of Rapoport Bros., 521 8th Avenue, 
New York City. 

ROESSLER, LOUIS, 1120 Cortelyou Road, Brooklyn, 
M,. ¥. 

SHERMAN, JULIUS, formerly 3323 Church Ave., 
Brooklyn, N. Y. 

SNELL, WALTER E., formerly did business under the 
name of Bond Paper & Chemical Company, 32 
Everett Street, Allston, Mass. 


One Month’s Convictions 


Fraud Prevention Department of the National Association of Credit Men 


FEBRUARY, 1931 


Total of 1092 Convictions from June 1, 1925, to February 28, 1931. 






CHARGE SENTENCE 


Concealment of Assets 4 months 
and Conspiracy. (suspended ). 

4 months. 

4 months. 


Issuance of a false state- 3 months. 
ment. (Workhouse) . 


Concealment of Assets. 30 days. 

Larceny of Merchandise 2% years in the 
Massachusetts State 
Prison. 









Larceny of Merchandise 5 to 9 years in 
Massachusetts State 
Prison. 


Larceny of Merchandise Placed on probation 


for 2 years. 







Concealment of Assets. Suspended _ sentence 
of 1 year and 1 
day. 










Concealment of Assets. 1 year and 1 day. 


Concealment of Assets. 2 years probation. 

Concealment of Assets. 1 year Franklin 
County jail. (Sus- 
pended). 2 years 
probation. 


Concealment of Assets. (To be 
later.) 


sentenced 


False Financial Statement. One year Frankfort 
Penitentiary. 


cementing business 
(Continued from page 28) 


placed in our credit files for future ref- 
erence should we ever find it necessary 
to call on the customer again. In this 
manner, we can determine exactly 
what was said as well as our reason for 
making the original call. We have al- 
ways felt that association with our cus- 
tomers breaks down that general feel- 
ing of disrespect for credit departments 
and enables us in every instance to co- 
operate more intelligently with them. 

Many of our customers deal also in 
lumber and other inflammable mate- 
rials and it has always been our policy 
to check thoroughly the question of 
proper fire insurance protection, and to 
impress upon our customers the advis- 
ability of carrying fire and other forms 
of insurance. 

A short time ago one of the repre- 
sentatives of our credit department had 
occasion to call upon a prospective cus- 
tomer in the State of Virginia. He was 


not favorably impressed with the situa. 
tion in this particular case, because the 
prospective customer had a substantial 
investment in buildings and inventory 
not properly covered by insurance. 
Since this prospective customer could 
not be convinced that proper insurance 
coverage was important, he was not 
sold on our regular terms. This cus- 
tomer later had a very serious fire with 
the result that many of his creditors 
sustained severe losses. 

We offer our customers the assistance 
of our auditors in establishing efficient 
bookkeeping systems. This enables 
them to get a clear picture of their 
financial condition. Our auditors also 
offer them assistance in collection meth- 
ods and in the proper aging of their 
accounts to determine the actual worth 
of their accounts receivable. We im- 
press upon our customers the impor- 
tance of keeping properly aged ac- 
counts and warn them against selling 
an account unless they know the finan- 
cial condition of the account warrants 
it. It is our opinion that regardless of 
whom we sell, a knowledge of their 
financial responsibility is important. 

We have never been believers in form 
letters and they have never been em- 
ployed in the general procedure of fol- 
lowing our delinquent accounts. Every 
customer that we sell receives personal 
attention from a sales angle and it has 
been our belief that this should be fol- 
lowed through with the ultimate pay- 
ment of an account. Herein, I believe 
is where many credit departments miss 
their biggest opportunity. A sale is 
not completed until it is paid for and 
the same personal element should char- 
acterize the latter as well as the earlier 
stages of sale. We write personal let- 
ters on every account. 

We have found the use of the Dicta- 
phone an efficient method of handling 
our correspondence. 

Our statements are made out at the 
end of thirty days. If an account re- 
quires it at this time, a collection letter 
is written to accompany the statement. 
A copy of this letter is sent to the 
salesman covering the territory and 
also to the District Salesmanager, who 
has direct supervision over the salesman. 
If the salesman has any comments to 
make about the letter, he places them 
on the copy and promptly returns it to 
us so that he may have every oppor- 
tunity to guide us whenever possible in 
our collection methods. If we receive 


.no comments from the salesman or the 


(Continued on page 52) 


VERDURMAN, PIERRE, formerly operated the Har- CREDIT and FINANCIAL MANAGEMENT el i ie MAY, 1931 


per Pharmacy, 8251 Melrose Ave., Los Angeles, Calif. 











A Skyscraper 


of 


Interchange 


Reports 


If the N. A. C. M. Credit Inter- 
change Bureau reports were piled 
skyward they would make a paper 
skyscraper, higher than the Empire 
State Building, the world’s tallest 


structure. 


The foundations of the Empire 
State Building have solidity, stabil- 
ity and strength, to support its tow- 
ering stories. The Credit Inter- 
change Bureaus of the National 
Association of Credit Men have sol- 
idity, stability and strength sup- 
porting their vast volume of credit 


interchange reports. 


Behind the mechanical operations 


of the Credit Interchange Bureaus 


ais is the co-operative, non-profit-mak- 
HH dda ing ideal and practice to which the 
i ae National Association of Credit Men 
: 4 is dedicated. 


In a series of advertisements to 
appear consecutively in this maga- 
zine the story of the greatest credit 
interchange fact-finding organiza- 
tion in the world will be told. These 
advertisements will acquaint you 
intimately with the Credit Inter- 
change Bureaus and their vast gold 


mine of credit information. 


Credit Interchange Bureaus 


National Association of 
Credit Men 


Central Office—St. Louis, Mo. 





cementing business 
(Continued from page 50) 


District Office, we presume the pro- 
cedure we are following is satisfactory 
to them. _ 

Under our method of procedure an 
automatic come-up date is placed on 
the letters and by systematic filing of 
cards the files of the accounts requir- 
ing attention are placed on the corre- 
spondent’s desk each morning. Our 
usual procedure is to follow the account 
about every eight days which under 
ordinary circumstances allows the cus- 
tomer five days in which to give the 
matter his attention. 

At the time payment is made, the 
salesman and the District Office con- 
cerned are advised of the amount re- 
ceived and the date on which payment 
is received by means of a form which 
we have had printed. This form is sent 
out only on accounts that are past due 
and on which correspondence has been 
sent to the salesman and District Office. 

Every month our accounts are aged 
according to the number of days past 
due. This report is made out by the 
use of a “Ditto” machine which we 
find very economical. A copy of this 
report is sent to every District Sales 
Manager for perusal and comment. 

We further distribute our delinquents 
by States and Sections so that-we may 
know what sections to concentrate 
upon. Since some representative of the 
credit department is generally traveling 
in each of our selling territories, we can 
direct the activity of the traveling rep- 
resentative to the section which needs 
attention. 

At the end of a year, an annual re- 
port is submitted to the executives of 
our company so that they may be thor- 
oughly familiar with the method of op- 
eration of the credit department, rather 
than merely know how much money 
we may have lost. 

This report carries the number of 
new accounts we have taken on during 
the year, subdivided to show from 
which mill the original order was ship- 
ped, and the number of new accounts 
in each State. We also show by month 
the relationship of past due accounts 
to the balance on our ledgers so that we 
can determine over a period the general 
trend of our collections. This item is 
further divided by commodities to 
show what proportion the past due ac- 
counts bear to the volume of sales and 
to the amount on the Accounts Re- 
ceivable ledgers. 

There is an unmistakable and never- 


past due accounts and the bad debt 
loss. In other words, a current report 
of the percentage of past due accounts 
serves as a forecast for the probable bad 
debt loss of the year. How many credit 
departments keep a monthly and yearly 
statement showing the delinquent bal- 
ance at the end of each month and the 
percentage of this delinquent or over- 
due balance to the total receivables? 

This report is one of the important 
management records of our credit de- 
partment. The percentage of past dues 
should also be analyzed as to age, be- 
cause if this index figure of delinquents 
is not weighted through age analysis, 
there is no scientific basis upon which 
to forecast accurately the probable bad 
debt loss. In other words, suppose the 
percentage is 15 per cent. This 15 per 
cent. should be analyzed to show what 
percentage of this percentage is thirty, 
sixty, ninety days etc., past due. 

This report also shows the total num- 
ber of “Active Accounts” on our rec- 
ords, (which, in this case, are accounts 
sold during the past four years) and in 
what year they were sold. We find this 
of considerable assistance to us in sub- 
scribing for our Interchange and Mer- 
cantile service in order that we will not 
oversubscribe or undersubscribe for 
this service. We also carry a complete 


explanation of every account “charged 


off” and the reason for so doing, in- 
cluding the prospects for collection. 
The items of fees and advances paid to 
attorneys; traveling expenses; exchange 
fees; telegrams and contributions to 
Credit Protection fund, etc. are also 
shown so that we may know what our 
total collection expense is for the year. 
In conclusion, I want to present my 
beliefs on the philosophy and psychol- 
ogy of executive credit management. 
The credit manager must be the Chief 
Justice of the Supreme Court of Credit 
Decisions. His must be the authority 
of first decision and final appeal. When- 
ever you find an organization where 
the sales manager goes to the president 
and complains that the credit manager 
won’t pass on an account that the sales 
manager thinks is good and where the 
president will override the credit man- 
ager’s judgment in favor of the opinion 
of the sales manager you have a lack of 
executive vision and perception that is 
a curse to the organization. If the 
credit executive isn’t capable of sound 
judgment, then get another credit ex- 
ecutive. 
Here’s just an example: Our com- 

pany took over another organization. 


In this organization that we took over, 
the credit manager’s judgment and de. 
cisions were continually overridden by 
the president and sales manager. The 
result? Over virtually the same period, 
the bad debt losses were approximately 
three hundred times greater than in our 
own organization. Read that italicized 
sentence once and you will understand 
the sum and substance of my credit 
philosophy: Management must have the 
vision to get a credit executive of vision 
and constructive ability who will be the 
Chief Justice of the Supreme Court of 
Credit Decisions. 


only humans need 


lose life 
(Continued from page 29) 


surviving partner or stockholder pur- 
chases the deceased’s interest. The sur- 
viving partner or stockholder thereby 
succeeds to the full ownership of the 
business. This avoids embarrassing en- 
tanglements and eliminates a situation 
where the widow or another heir “comes 
into the business.” It also eliminates 
the necessity of a surviving partner or 
stockholder borrowing money to buy up 
his late associate’s interest. 

It has been argued that Business In- 
surance is essential for large corpora- 
tions but not so urgent for partnerships. 
This idea is wholly incorrect. Ordi- 
narily the death of a partner immediate- 
ly dissolves the partnership, the surviv- 
ing partner becoming responsible for all 
partnership debts. Under these condi- 
tions it is very advantageous for the 
surviving partner to have a Business In- 
surance Agreement in force supported 
by life insurance so that he will have 
the money in hand to pay off the de- 
ceased partner’s interest. 

In the close corporation, Business In- 
surance is extremely essential. It makes 
no difference whether one stockholder 
has a larger share of stock than another, 
the ownership of the close corporation 
stock should be redistributed through 
Business Insurance upon the death of 
the stockholder. 


Regarding the agreement in a Busi- 
ness Life policy to buy out the deceased 
person’s interest in a given business, it 
must be kept in mind that the life un- 
derwriter is not a lawyer and that he 
should not draw up legal documents. 
The underwriter should not submit the 
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legal agreement to the prospect, but 
merely outline what the agreement 
should contain. The underwriter 
should be thoroughly familiar with the 
purpose of the agreement and with its 
essential characteristics, but some com- 
petent lawyer should do the actual pre- 
paring of the agreement. 

The credit standing of a firm is often 
measured by the amount of Business 
Insurance which it carries. Progres- 
sive mercantile agencies and banks (in- 
cluding the Federal Reserve Bank) ask 
how much of such life insurance is 
owned. It forms an important item 
on financial reports and statements. 
Business Insurance not only creates 
credit, it also acts as a shock-absorber 
when credit stability is threatened. 
When the important person in a firm 
dies, it follows that the business suffers 
a certain economic loss. The credit of 
the firm may be curtailed, creditors 
may become anxious about the stability 
of the business, the bank may refuse to 
renew notes and the morale of val- 
uable employees may be undermined by 
a feeling of uncertainty or worry con- 
cerning their future. The impact of 
these shocks may be absorbed by Busi- 
ness Insurance. 

There are several other secondary ad- 
vantages which Business Insurance of- 
fers a business enterprise. For example, 
after Business Insurance policies are in 
force a few years, their cash values 
constitute an emergency fund which 
may be used for business purposes dur- 
ing the life-time of the insured mem- 
bers of the company. The Business In- 
surance agreement may be so written 
that when the members of the com- 
pany covered reach advanced ages, the 
cash values in the insurance policies can 
be used as a first payment to retire the 
members from the business. Sometimes 
a business organization needs additional 
capital for expansion and authorizes a 
special bond issue so that the proceeds 
can be used for such a purpose. In 
that event the responsible lives may be 
insured with the understanding that 
upon the death of one of the insured, 
the proceeds of the policy will be avail- 
able to retire the bonded indebtedness 
in whole or in part. 

To sum up the essentials of Life In- 
surance in its relation to business, we 
find that Business Insurance specifically 
accomplishes the following purposes: 

1. It replaces the economic loss of a 
valuable life. 

2. It retires the decedent’s interest 
and allows the survivor to continue. 


CREDIT and FINANCIAL MANAGEMENT. . 


chusetts, June 22-26, will consist of: 








3. It provides an available emerg- 
ency fund. 


4. It acts as a shock-absorber. 
§. It stabilizes credit standing. 
6. It retires individuals at old age. 


7. It retires outstanding indebted- 
ness 

8. It is essential to the “small busi- 
ness”. 

9. It is essential to the continued 
existence of partnerships and corpora- 
tions. 


speed is gold 
(Continued from page 23) 


and during our greatest period of pros- 
perity in this country the fiscal volume 
of business was increasing at about 41/2 
per cent. a year. In line with the facts 
presented and the method by which our 
credit machinery functions, the gold on 
hand should show an increase equal to 
the increase in volume of business. But 
while the volume of business has in- 
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National Association of Credit Men 
Nominations Committee at Boston, Massachusetts, June, 1931 


The Nominations Committee of the National Association of Credit 
Men which will function at the 36th Annual Convention at Boston, Massa- 


Past PRESIDENTS 
Lawrence Whitty, CHaiRMAN, Consolidated Millinery, Chicago, Illinois. 
Frank D. Rock, Armour & Company, San Francisco, Calif. 
Geo. J. Gruen, Gruen Watch Company, Cincinnati, Ohio. 
Wm. H. Pouch, Concrete Steel Company, New York City. 
Richard T. Baden, Holland, Baden & Ramsey, Baltimore, Maryland. 


MEMBERS AT LARGE 
L. C. Lyon, Gulf Refining Co., Pittsburgh, Pa. 
Horace S. Johnston, Central Trust Company, Rochester, N. Y. 
Clarence Kaeber, Electric Storage Battery Company, Philadelphia, Pa. 
O. T. Erickson, Carter Ink Company, Boston, Mass. 
F. S. Schrop, South Bend Watch Company, South Bend, Indiana. 
T. F. Regan, Canal Bank & Trust Company, New Orleans, Louisiana. 
Geo. H. Martin, Taylor Produce Company, Kalamazoo, Michigan. 
J. C. Fowler, Morris & Company, Oklahoma City, Oklahoma. 
Ralph Meyer, Brownstein-Louis Company, Los Angeles, Calif. 
E. W. Ross, Hirsch-Weiss Company, Portland, Oregon. 


REPRESENTING THE DisTRICTS 
Harry Haywood, Brown & Sharpe Mfg. Company, Providence, R. I. 
C. R. Parks, North American Cement Corporation, Albany, N. Y. 
R. F. Holmes, Westinghouse Air Brake Company, Wilmering, Pa. 
V. H. Weber, Stratton & Terstegge Company, Louisville, Kentucky. 
W. K. Adams, First Wisconsin National Bank, Milwaukee, Wisconsin. 
Geo. A. Coffey, Fox-Coffey-Edge Company, Dallas, Texas. 
P. M. Millians, Ernest L. Rhodes Co., Inc., Atlanta, Georgia. 
E. P. Trussell, Armour & Company, Omaha, Nebraska. 
G. M. Nichols, Salt Lake Hdwe. Company, Salt Lake City, Utah. 
O. J. Metzler, West Coast Grocery Company, Tacoma, Washington. | 


creased at the rate of an average 3 per 
cent. a year the volume of gold has in- 
creased at an average of less than 3 per 
cent. over a similar period. 


Now just what can we deduce from 
these findings? The difference in the 
rates of increase of business volume and 
gold volume is only a matter of frac- 
tions of one per cent. But it is enough 
to make us ponder the significance. It 
is not figured in terms of one single dol- 
lar, where the difference would be of 
little concern, but rather in terms of 
millions of dollars and here the differ- 
ence is a matter of great concern and 
can, in time, become an even more seri- 
ous problem than it seems now. 

Then, if we find no new fields to 
add to our gold supply and, incidental- 
ly, to our potential credit reservoir, we 
must adjust, in a most cautious and 
fore-sighted manner, the ratio of credit 
expansion on the basis of available gold 
supply. 

Here is an excellent place to recall 
the theme of our viewpoint which was 
developed earlier in the article—Gold is 
really nothing more than a concrete 
symbolization of the people’s faith and 
confidence in the currency of their 
country. That is a juicy, healthy mor- 
sel that should be tasted, chewed, swal- 
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lowed and thoroughly digested by every- 
one. 

It is a summary of our viewpoint. 
We can make it more concise by saying 
in a tone of gentle admonishment, “Let 
us have faith.” Faith works wonders 
in such a matter as the extension of 
credit as compared to the gold basis. In 
times of war we make loans far greater 
than might be justified in times of 
peace, yet the reason that the loans are 
justifiable is not that the war is upon 
us but that the people, realizing the 
necessity of credit extension to a gov- 
ernment in a period of war, have faith 
in the government’s power to repay, and 
willingly allow the increased loans, in 
fact, subscribe to the loan’s fulfillment 
in financial as well as moral support. 
So should we do in times of economic 
stress and conflict. 

Gold is used for the settlement of 
balances in trade and for a watchdog 
against inflation, outside of its indus- 
trial and artistic uses. But how much 
gold reserve we actually need for those 
two first-mentioned purposes is some- 
thing that we do not know. And it is 
being conceded by economic thinkers 
that more or less gold will help us little 
but that, whether or not we increase or 
do not increase our gold supply, it is 
essential that we take a more enlightened 
attitude toward our credit supply. 

There are two viewpoints as to how 
this should be done. In its recent re- 
port, the League of Nations’ gold dele- 
gation, a committee of experts investi- 
gating the problem, reported that the 
legal reserve requirements of the cen- 
tral banks of the world should be re- 
duced so that credit will be free to 
expand without any restraint which the 
necessity of protecting gold reserves 
makes necessary. The other side to the 
question is stated succinctly by Dr. 
Benjamin M. Anderson in the Chase 
Economic bulletin, March 14, 1930, and 
approximately a year later in February, 
1931, he repeated it almost verbatim in 
a Chicago address. 

“The fundamental solution of the 
problem of a comparative shortage of 
gold is to be found in increasing the 
mobility and the liquidity of goods, 
through less restricted international 
trade,” Dr. Anderson observes, “‘and 
when nations impose serious obstacles 
to the receipt of goods from one an- 
other, a great deal of the export trade 
is handled on the basis of long credits, 
which either make slow loans in banks 
or else require the exporting country to 
take foreign bonds. 


“These credits must grow from year’ 
to year to provide for new exports, and 


to provide for interest on previous cred- 
its. The country which has an excess 
of gold can expand bank credit for such 
a time as to take care of this. Export- 
ing countries which are short of gold 
find increasing difficulties in doing this. 
In any case it is an impossible basis 
for permanently satisfactory export 
trade. 


“When, however, goods can move 
with adequate freedom from country to 
country, and when exports can be paid 
for with imports, a very different situ- 
ation is presented. Short-time, self- 
liquidating credits largely on an accept- 
ance basis, can take care of a great vol- 
ume of export and import business and 
the world’s supply of gold is abundant- 
ly adequate for that. We can econo- 
mize gold by increasing the mobility 
and liquidity of goods.” 

Here we can bring in the opinion of 
George F. Roberts of the National City 
Company, and a member of the League’s 
gold delegation. His point is that the 
increasing utilization of credit will 
solve the gold shortage, if one should 
arise. 


It seems evident that there is a de- 
clining use of gold as currency but 
there is the matter of the fall in whole- 
sale prices in recent months which has 
brought them to new levels, where the 
supplies of new gold likely to become 
available for money will probably meet 
the demand for a much longer period 
than they ordinarily would have done 
had former price levels been main- 
tained. This is the gold delegation’s 
viewpoint and is agreed on by econo- 
mists and bankers on either side of the 
fence in this argument on the gold situ- 
ation. 


Thus we can see that a justifiable 
amount of faith is necessary for the 
expansion of a gold dollar into a greater 
number of credit dollars and thus we 
can state that the matter of expansion 
of credit dollars to a further limit in 
the near future, if necessary, is both 
valid and sound economically. Since 
faith governs expansion, expansion can 
continue sanely as far as the confidence 
of the people will allow. That point in 
the present trend seems to be more 
liberal than ever before and it is well 
said that we are becoming more sanely- 
credit-minded each year, slowly and 
surely. That after all, is the best and 
perhaps, only way to move ahead. Has- 
ten slowly. We have all heard of the 
fool rushing in. And we, decidedly, 
are not fools yet. 


Chicago to Canada to Boston 


y is customary for many of the large 
local associations to plan trips to the 
annual N. A. C. M. Convention which 
include sight-seeing tours to points of 
interest near the Convention city. The 
Chicago Association, this year, has 
planned a two-week trip (including the 
four day Convention in Boston) which 
should afford the maximum of recrea- 
tion and interest to those credit execu- 
tives who avail themselves of this un- 
usual opportunity. 


The Chicago delegation will leave 
Chicago on Saturday, June 13. They 
will arrive in Detroit on Saturday eve- 
ning and will be joined there by the 
Detroit, Toledo, Indianapolis, Cincin- 
nati and Louisville delegations. 

The group will arrive in Toronto on 
Sunday, June 14, and will spend the 
day touring the city. In the evening 
it will board one of the steamers of the 
Canadian Steamship Line for a trip 
through the Thousand Islands and the 
St. Lawrence Rapids. The boat will 
dock at Montreal at 6:00 p. m. on 
Monday, where a transfer will be made 
to the Quebec steamer. 


Arriving in Quebec early Tuesday, 
June 16, the group will take up resi- 
dence at the Chateau Frontenac and 
will spend Tuesday and Wednesday in 
a tour of Quebec and St. Anne de 
Beaupré, the miracle shrine of Canada. 
The famous Chicago Association din- 
ner will be held on Tuesday evening, at 
the Chateau Frontenac. 

After an over-night trip by boat, the 
group will arrive in Montreal early 
Thursday, June 18 and will spend 
Thursday and Friday in Montreal, leav- 
ing there at midnight on Friday. 

Saturday will be an unusually event- 
ful day. Arriving in Plattsburg, N. Y. 
early Saturday morning, the group will 
board a steamer for a trip to Ausable 
Chasm. After a trip through the 
Grand Canyon of the East, the group 
again boards the steamer for a trip 
through Lake Champlain. Another 
steamer takes the group through Lake 
George. The eventful day finishes with 
a train trip to Saratoga Springs. 

On Sunday, June 21, the delegation 
will leave Saratoga Springs for Boston 
where it will arrive at 7:00 p. m. on the 
same day. Monday, June 22 to Friday, 
June 26, will be spent in Boston. 

There are two return routes planned, 
one by way of Buffalo and the other by 


‘way of Washington. 
CREDIT and FINANCIAL MANAGEMENT...... MAY, 1931 
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STRICKLER’S 


COLLECTION STICKERS 


AND 


BUILDERS OF GOOD WILL | 


BOUND SEPARATELY IN BOOKS OF 250 STICKERS EACH 
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No. A53. Litho. in seven colors 


HIS reminder is attached 
to secure your prompt 


attention and to maintain 
your good will. 


No. A6. Red on white—one color 


OU check bp return 
mail will be greatly 
appreciated . 


requested. 





No. A51. Litho. in seven colors 
Copyright 1915-30 By Carl E. Strickler & Co. 


Attached by one end under the amount due on state- 
ments, Strickler’s Stickers attract attention and win 
respect. For the early collection of the majority of ac- 
counts and for determining the few that require drastic 
means, there is no other method more appropriate or 
effective. The unusual merit of Strickler’s Stickers is due 
to seventeen years’ of tests combined with the knowledge 


PRICE LIST ONE KIND OR ASSORTED 
Books in one color| Booksin seven colors 
Per Book| Amount) Per Book | Amount 
$ 6.80 
12.80 


18.00 
28.00 
52.00 
96.00 





2% cash with order, 1% 10 days, 30 days net 
Delivered prepaid. 





UR attention is called 
WS to this account, which 
has been standing for along 
time. An immediate payment 
is greatly desired. 





a partial payment is respectfully 








EVERAL statements 
5 have been sent to you. 
Do not through further delay 
force the use of unpleasant 
methods to collect this bill. 





No. B2. Blue on white—one color No. El. Red on white—one color 


UNLEss paid or satisfactory 
arrangements are made within 
TEN DAYS your account will be 
placed in OTHER HANDS for 
immediate collection. 





No. Cl. Red on white—one color No. E2. Red on white—one color 





No. H64. Litho. in seven colors 
Attach No. H64 to blank statements and send to inactive accounts. 


and experience of many leading creditmen. Strickler’s 
Stickers have collected millions of accounts, and have be=- 
come distinguished for creating good will of inestimable 
value. For early and diplomatic collecting use Strickler’s 
Stickers. They will speed up your collections, reduce your 
collection expenses, and promote continuous patronage. 
It is the little things that count. 


Order Today for Immediate Delivery 


CARL E. STRICKLER & CO. 


122 South Michigan Ave., Dept. B2, 
CHICAGO, U.S. A. 


When writing Carl E. Strickler & Co., please mention Credit & Financial Management 














The Bentley School 


of Accounting and Finance 


Started in 1917 with 29 students ] 
Enrollment last year 2648 students 





T is the largest professional school in the world devoted exclusively to training men for specialized 
positions in accounting and finance. Men only are admitted. Students are enrolled from 18 states. 


Graduation from high school required for admission. 


Completion of the courses in the Day division requires two years; there are no electives. 
















During the past ten years our graduates have demonstrated the thoroughness of their train- 
ing by the excellence of their work. The success achieved by them has been a marked aid in es- 
tablishing among business men a reputation for Bentley training and a preference for Bentley 
graduates. Some of the country’s largest corporations send representatives to the school each year | 
to select men from our senior class to develop in their organizations. 





It is one thing to know accounting principles and quite another thing to apply them as a 
skilled technician. At this school great emphasis is placed on perfection of technic, thoroughness, 
and facility in performing accounting work. 














Bentley graduates are employed as office managers, cost accountants, private auditors, stat- 
isticians, credit men, comptrollers, assistant treasurers, treasurers, branch managers, general 
managers, teachers of accounting, and public accountants. Those under twenty-five years of age | 
who have had no practical experience start at a salary of about $1,680 a year, and make an average 
advance of approximately $250 a year. A considerable number of graduates under thirty-six years 
of age are earning from $5,000 to $12,000 a year. 





Employers who apply to us for graduates emphasize the importance of personality, ranking 
it second only to technical proficiency. 

















We are particularly interested in enrolling men of pleasing personal appearance,—commonly 
referred to as the “clean-cut, up-and-coming” type. Unless such a man is serious-minded and is 
willing to work hard to acquire his professional training, Bentley’s is no place for him. 





There is no school in which a more sincere effort is made to develop and maintain a fine, 
cordial relationship between instructors and students than at Bentley’s. It is not the ordinary re- 
lationship between teacher and pupil, but an inspirational association between co-workers. Nothing 
counts so much as genuine humanness. 


Excellent living accommodations are available in our dormitories and fraternity houses. 


CATALOG MAILED ON REQUEST 






HARRY C. BENTLEY, C.P.A., President 


THE BENTLEY SCHOOL of ACCOUNTING and FINANCE 
921 BOYLSTON STREET, BOSTON, MASSACHUSETTS 


When writing to advertisers please mention Credit & Financial Management 


